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The President 


PROCLAMATION 265! 

[Victory in Europe; Day of Prayer] 

BY THE PRESIDENT OF THE UNITED STATES OF 
AMERICA 

A PROCLAMATION 

The Allied armies, through sacrifice 
and devotion and with God’s help, have 
wrung from Germany a final and un¬ 
conditional surrender. The western 
world has been freed of the evil forces 
which for five years and longer have im¬ 
prisoned the bodies and broken the lives 
of millions upon millions of free-born 
men. They have violated their churches, 
destroyed their homes, corrupted their 
children, and murdered their loved ones. 
Our Armies of Liberation have restored 
freedom to these suffering peoples, whose 
spirit and will the oppressors could never 
enslave. 

Much remains to be done. The victory 
won in the West must now’ be won in the 
East. The whole world must be cleansed 
of the evil from which half the world 
has been freed. United, the peace-loving 
nations have demonstrated in the West 
that their arms are stronger by far than 
the might of dictators or the tyranny of 
military cliques that once called us soft 
and weak. The power of our peoples to 
defend themselves against all enemies 
will be proved in the Pacific war as it has 
been proved in Europe. 

For the triumph of spirit and of arms 
which we have won, and for its promise 
to peoples everywhere who join us in the 
love of freedom, it is fitting that we, as 
a nation, give thanks to Almighty God, 
who has strengthened us and given us 
the victory. 

NOW, THEREFORE. I, HARRY S. 
TRUMAN. President of the United States 
of America, do hereby appoint Sunday, 
May 13, 1945, to be a day of prayer. 

I call upon the people of the United 
States, whatever their faith, to unite in 
offering joyful thanks to God for the 
victory we have won and to pray that He 
will support us to the end of our present 


struggle and guide us into the way of 
peace. 

I also call upon my countrymen to dedi¬ 
cate this day of prayer to the memory of 
those who have given their lives to make 
possible our victory. 

IN WITNESS WHEREOF, I have here¬ 
unto set my hand and caused the seal 
of the United States of America to be 
affixed. 

Done at the City of Washington this 
eighth day of May in the year of our 
Lord nineteen hundred and 
[seal] forty-five and of the Inde¬ 
pendence of the United States 
of America the one hundred and sixty- 
ninth. 

Harry S. Truman 

By the President: 

Joseph C. Grew, 

Acting Secretary of State . 

[P. R. Doc. 45-7584; Piled, May 8, 19-15; 

3:08 p. m.J 


PROCLAMATION 2650 
National Rehabilitation Week 

BY THE PRESIDENT OF THE UNITED STATES 
OF AMERICA 
A PROCLAMATION 

With the attention of the Nation 
rightly focused on the welfare of men 
and women returning from service in the 
armed forces and the emphasis placed 
on benefits provided for them through 
Congressional action, we must not let our 
interest flag in discharging our obliga¬ 
tions to the increasing thousands among 
our civilian population who through acci¬ 
dent, disease, or congenital conditions 
are unable to hold a place in the ranks 
of the American working force. Even 
In the midst of war their condition calls 
to us for renewed effort to bring about 
their restoration that they, too, may 
maintain their self-respect through self- 
supporting work. 

On June 2, our Nation-wide program 
for the vocational rehabilitation of such 
(Continued on next page) 


CONTENTS 
THE PRESIDENT 


Proclamations: Pa 8 e 

National Rehabilitation Week. 5169 
Victory in Europe; day of 

prayer_ 5169 


REGULATIONS AND NOTICES 


Civil Aeronautics Board: 

International air carriers: 

Report of financial and oper¬ 
ating statistics_ 5320 

Uniform system of accounts.. 5320 
Federal Trade Commission: 

Efird, Jasper W. t et al.; cease 

and desist order- 5320 

Interstate Commerce Commission : 

Citrus fruits from Florida, re¬ 
striction on refrigeration; 

order vacated- 5320 

Freight commodity statistics; 

list of commodity classes.. 5327 
Grain: 

Appointment of alternate 
agent to issue permits for 
movement at Chicago, Ill. 5320 

Carload, permit required- 5327 

Icing permit; potatoes. Ala¬ 
bama or Escambia County, 

Fla.__ 5328 

Reconsignment permits: 

Oranges, Minneapolis, Minn. 5327 

Pineapples. Chicago, Ill- 5327 

Refrigeration permit; potatoes 

and mixed vegetables- 5328 

Navy Department: 

Termination of war contracts, 
revision of joint regula¬ 
tion_ 5171 

Office of Defense Transportation : 
Certain carriers, coordinated 
operations: 

Alabama-»- 5330 

Chicago, HI., and Fort Wayne, 

Ind._ 5331 

Chicago, Ill., and Indiana— 5329 
Chicago, Ill., and Logansport, 

Ind_... 5331 

Portland. Oreg., and Seattle, 

Wash_ 5328 

Virginia_ 5329 

(Continued on next page) 

5169 




























FEDERAL REGISTER, Wednesday, May 


5170 


FEDERAL^REGISTER 

"V IM4 ^ 

^<*W,TlO S 


Published dally, except Sundays, Mondays, 
and days following legal holidays, by the 
Division of the Federal Register, the National 
Archives, pursuant to the authority contained 
in the Federal Register Act, approved July 26, 
1935 (49 Stat. 500, as amended; 44 U.S.C., 
ch. 8B), under regulations prescribed by the 
Administrative Committee, approved by the 
President. Distribution is made only by the 
Superintendent of Documents, Government 
Printing Office, Washington 25, D. C. 

The regulatory material appearing herein is 
keyed to the Code of Federal Regulations, 
which is published, under 50 titles, pursuant 
to section 11 of the Federal Register Act, as 
amended June 19, 1937. 

The Federal Regi ste r will be furnished by 
mail to subscribers, free of postage, for $1.60 
per month or $15.00 per year, payable in ad¬ 
vance. The charge for individual copies 
(minimum 15c) varies in proportion to the 
size of the issue. Remit check or money 
order, made payable to the Superintendent 
of Documents, directly to the Government 
Printing Office, Washington 25, D. C. 

There are no restrictions on the republica¬ 
tion of material appearing in the Federal 
Register. 


NOTICE 

The 1943 Supplement to the Code 
of Federal Regulations, covering 
the period June 2, 1943, through De¬ 
cember 31, 1943, may be obtained 
from the Superintendent of Docu¬ 
ments, Government Printing Office, 
at $3.00 per book. 

Book 1: Titles 1-31, including Presi¬ 
dential documents in full text. 
Book 2: Titles 32-50, with 1943 Gen¬ 
eral Index and 1944 Codification 
Guide. 

The complete text of the Cumula¬ 
tive Supplement (June 1, 1938- 
June 1, 1943) is still available in ten 
units at $3.00 each. 


CONTENTS—Continued 

Office of Price Administration: Pag© 
Adjustments and pricing orders: 


A. C. Mfg. Co_ 5337 

A & M Industries_ 5339 

Alimetal Mfg. Co_.. 5339 

Bacu Ice Co. (Corr.)_ 5342 

Beverly Door and Window Co. 5333 
Coleman Lamp & Stove Co— 5334 

Cupples Co- 5343 

Dutton, Andrew, Co_ 5342 

E & M Mfg. Co_ 5338 

Englander Co., Inc_ 5342 

Ferco Cigar Factory_ 5341 

Firestone Tire & Rubber Co., 


Freeman Furniture Factories, 

Inc_ 5332 

Gold Leaf Cigar Factory_ 5340 

Gonzalez, J., & Co_ 5334 

Goodrich, B. F., Co_ 5342 

Goodyear Tire & Rubber Co.. 5343 
Greene, G. G., Mfg. Corp_ 5337 


CONTENTS-Continued 


Office of Price Administration— 
Continued. 

Adjustments and pricing or¬ 
ders—Continued. Page 

Harrington, E. M- 5336 

Hendricks Lumber Co- 5336 

Infanzon & Rodriguez, Inc— 5340 

Jimenez, Ramon_ 5341 

Master Cigar Co- 5333 

Mefco Mfg. Co_ 5335 

Monroe Gasket Co- 5332 

National Metal Specialties 

& Mfg. Co_ 5335 

Owatonna Tool Co- 5339 

Ross Mfg. Co_ 5338 

Seminole Cigar Sales Co- 5333 

Snodgrass Robert W- 5335 

Tavana Cigar Factor_ 5340 

Toth, Angela- 5334 

Voigt. Albert H_ 5327 

Fuel oil (Rev. RO 11. Am. 57) — 5323 

Ice containing No-Bac; adjust¬ 
able pricing <MPR 154, Or¬ 
der 11)_ 5343 

Lumber, Douglas fir and other 
West Coast (RMPR 26. Am. 

14)_ 5323 

Military uniforms, specified 

(MPR 385, Am. 3)_ 5323 

Regional and district office or¬ 
ders: 

Fluid milk, Maine_ 5344 

Shoe repair services, retail, 

Sacramento, Calif., area. 5344 

Shoes (RO 17. Am. 96)_ 5324 

War Ration Book 3 (Gen. RO 12, 

Am. 8)_ 5323 

Surplus Property Board : 

Dispositions of surplus property 
in rural areas and to 
farmers_ 5325 


Treasury Department: 

Accounts Bureau; issuance of 
duplicates of U. S. checks, 

certification of approval_ 5321 

War Department: 

Termination of war contracts, 

revision of joint regulation- 5171 
War Production Board : 

Chain, attachment links, and 
wheels, sprocket (L-193-a, 

revocation)_ 5322 

Copper; references in M-9-c to 
other orders which have 
been revoked (M-9-c, Dir. 

1)__—_ 5321 

Iron and steel production; ref¬ 
erences in M-126 to other 
orders which have been re¬ 
voked (M-126, Dir. 1). 5322 

Power, water, gas and central 
steam heat (U-9, revoca¬ 
tion) _ 5323 

Priorities system operation; ap¬ 
plicability of rules to sup¬ 
pliers of complete products 
and parts for same (PR 1, 


Int. 16)_ 5322 

Tools, etc., simplication and 
standardization (L-216, 

revocation)_ 5322 

Pliers and nippers (L-216, 

revocation of Sch. III)-. 5322 
Wrenches (L-216, revoca¬ 
tion of Sch. II).— 5322 


9 , 1945 

disabled men and women will have been 
in operation a quarter of a century. Less 
than two years ago, the Congress ex¬ 
panded this program by amending the 
Vocational Rehabilitation Act of 1920. 
The new law—the Barden-LaFollette 
Act, passed in 1943—makes it possible for 
the Federal and State Governments, 
working as a team, to bring to the men¬ 
tally disabled and the blind and all other 
groups of the disabled, the many services 
necessary to make them employable, in¬ 
cluding physical restoration, vocational 
training and placement in suitable 
employment. 

Over the past twenty-five years it has 
been demonstrated that this program for 
the restoration of disabled men and 
women is paying dividends, not only in 
humanitarian terms but in dollars and 
cents. Thousands of men and women 
annually apply to the rehabilitation serv¬ 
ice for help. Because of disabilities they 
are able to contribute little to the na¬ 
tional income. Many of them are forced 
to accept public aid. Refitted for work, 
they begin to pay their own way. No 
longer then are they tax consumers; they 
are taxpayers. 

That we may not fail to discharge our 
obligation to help every man and woman 
who needs vocational rehabilitation serv¬ 
ices in order to become self-supporting, 
it appears appropriate at this time that 
I should urge the able-bodied citizenry of 
the United States to unite in a concerted 
effort to bring about wider knowledge and 
use of the services for physical and 
mental restoration of the handicapped 
provided under the Barden-LaFollette 
Act, which applies to all civilian dis¬ 
abled. 

NOW, THEREFORE, I, HARRY S. 
TRUMAN, President of the United States 
of America, do hereby declare the week 
beginning June 2, 1945, as National 
Rehabilitation Week. 

And I urge all churches, educational 
institutions, health and welfare services, 
civic organizations, chambers of com¬ 
merce, boards of trade, industry, labor, 
public-spirited citizens, and the radio and 
press throughout the United States to 
observe National Rehabilitation Week, 
to the end that handicapped men and 
women throughout our Nation may be 
located and advised of the benefits to 
which they may be entitled. 

IN WITNESS WHEREOF, I have here¬ 
unto set my hand and caused the seal of 
the United States of America to be 
affixed. 

DONE at the City of Washington this 
5th day of May in the year of our Lord 
nineteen hundred and forty- 
[sealI five, and of the Independence 
of the United States of America 
the one hundred and sixty-ninth. • 

Harry S. Truman 

By the President: 

Joseph C. Grew, 

Acting Secretary of State. 

[F. R. Doc. 45-7578: Filed, May 8, 1945; 

12:32 p. m.] 
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Regulations 


TITLE 10-ARMY: WAR DEPARTMENT 
Chapter VIII—Supplies and Equipment 

Subchspter C—Termination of Contracts 
[Procurement Reg. 151 

Revision of Joint Termination Regu¬ 
lation 

The following revision of the Joint 
Termination Regulation (PR 15) con¬ 
tained in Parts 841-849 of this chapter 
is hereby prescribed. This Change No. 
47 to War Department Procurement 
Regulations, dated April 20, 1945, con¬ 
tains the first comprehensive amend¬ 
ment of the Joint Termination Regula¬ 
tion since its issuance on November 1, 
1944 (9 PJR. 13315). The general prin¬ 
ciples and basic approach of the regula¬ 
tion remain unchanged, and the struc¬ 
ture, arrangement, and method of 
presentation are carried forward without 
substantial modification. However, in 
view of the total number of necessary 
amendments a complete reissuance of 
the regulations, as amended on April 20, 
1945, is presented. 

Effective date of revision. Except for 
Subpart C of Part 842, which is made 
mandatory at once, compliance with any 
amendment included in this revision is 
not mandatory until May 20. 1945, but 
compliance therewith is authorized im¬ 
mediately. Where compliance with any 
such amendment is postponed for all or 
any part of the period prior to May 20, 
1945, action shall continue to be taken 
in accordance with procedures in effect 
immediately prior to the issuance of this 
Change No. 47. Although the entire 
regulation has been reissued, those parts 
which remain unchanged are not to be 
considered as amended. 

Part 

£41 General provisions. 

842 Procedures for terminating prime con¬ 

tracts. 

843 Interim financing. 

844 Termination inventory. 

845 General basis for settlement of prime 

contract and subcontract claims. 

846 Settlements of subcontract claims. 

847 Settlement of prime contract claims. 

848 Special procedures and reports. 

£49 Forms and instructions. 

Authority: Parts 841 to 849 Inclusive, 
issued under sec. 5a, National Defense Act, 
as amended. 41 Stat. 764, 64 Stat. 1225, 10 
U.S.C. 1193-1195, and the First War Powers 
Act, 1941, 55 Stat. 838; 50 U.S.C. Sup. 601- 
622; Contract Settlement Act of 1941; 58 Stat. 
649. 

Note: In order to conform the Joint Termi¬ 
nation Regulation to the numbering system 
used In the Code of Federal Regulations, the 
following changes have been made: Sections 
In the original regulation have been treated 
as code parts, parts as code subparts, and 
paragraphs as code sections. Thus Section I 
becomes Part 841, Section II becomes Part 
842, part 1 of any section becomes Subpart 
A - part 2 becomes Subpart B, etc. Para¬ 
graphs in the original regulations become 
sections, with the number to the right of 
the decimal point corresponding to the orig¬ 
inal paragraph number, except that where 
paragraph numbers also contain a decimal 
point the point Is changed to a dash. The 
original paragraph numbers appear in 
brackets following text affected. 


For an explanation of the numbering and 
arrangement of the original regulations see 
{§ 841.113 to 841.113-5. 

Part 841 —General Provisions 

SUBPART A—INTRODUCTORY MATERIAL 


Sec. 

841.111 ApplicabUity of 6ubchapter. 

841.111- 1 General. 

841.111- 2 Services and bureaus covered. 

841.111- 3 Application outside the United 

States. 

841.111- 4 Terminations covered. 

841.111- 5 Action on defective, Informal, and 

quasi contracts not covered. 

841.112 Authority for subchapter. 

841.113 Arrangement of subchapter. 

841.113- 1 General plan. 

841.113- 2 Content of parts. 

841.113- 3 Numbering of original document. 

841.113- 4 Cross references. 

841.113- 5 Citations. 

841.114 Relation of subchaptcr to Joint 

Termination Accounting Man¬ 
ual. 

841.114- 1 Application of Manual. 

841.114- 2 Manual inapplicable to portions of 

contract already on a cost basis. 

841.114- 3 Manual not directed to contract¬ 

ing officers. 

841.115 Amendments of subchapter. 

841.116 Public d istributlon of publications 

on contract termination. 


SUBPART B—DEFINITIONS OF TERMS 


841.121 

841.121- 1 

841.121- 2 

841.121- 3 

841.121- 4 

841.121- 5 

841.121- 6 

841.121- 7 

841.121- 8 

841.121- 9 

841.121- 10 

841.121- 11 

841.121- 12 

841.121- 13 

841.121- 14 

841.121- 15 

841.121- 16 

841.121- 17 

841.121- 18 

841.121- 19 

841.121- 20 

841.121- 21 

841.121- 22 

841.121- 23 

841.122 


841.130 

841.131 

841.132 
841.‘133 

841.134 

841.135 

841.136 

841.137 

841.138 

841.138- 1 

841.138- 2 


Definitions. 

The act. 

Chief of service or bureau. 
Common item. 

Continued portion of contract. 
Contracting officer. 

Effective date of termination and 
date fixed for termination. 
Industrial Readjustment Branch, 
OP&M. 

Interim financing. 

Material. 

Navy material inspector. 

Other work. 

Prime contract. 

Prime contractor. 

Readjustment Division, ASF. 
Retain or retention. 

Subcontract. 

Subcontractor. 

Terminated portion of the con¬ 
tract. 

Termination, terminate, and ter¬ 
minated. 

Termination claim. 

Termination Inventory. 

War contract. 

War contractor. 

Determining amount of claim or 
settlement. 

6UBPART C—BASIC POLICIES 

Scope. 

Objectives of the act. 

Prompt cessation of work. 
Expeditious settlements. 
Settlements with subcontractors. 
Inventory disposition. 

Interim financing. 

Importance of uniform proce¬ 
dures. 

Prevention of fraud. 

Statutory provisions. 

Duty to report fraud. 


SUBPART D-ADMINISTRATION. Or TERMINATIONS 

841.140 Scope. 

841.141 Office of Contract Settlement. 

841.141- 1 Creation. 

841.141- 2 Regulations of Director. 

841.141- 3 Liaison with Office. 

841.142 Departmental responsibility for 

termination policy. 

841.142- 1 War. 

841.142- 2 Navy. 

841.142- 3 Interdepartmental coordination. 


Sec. 

841.142-4 

841.143 

841.144 

841.144- 1 

841.144- 2 

841.144- 3 


841.144- 4 

841.145 

841.145- 1 

841.145- 2 

841.146 


841.146- 1 

841.146- 2 

841.147 

841.147- 1 

841.147- 2 

841.148 

841.149 


Interdepartmental audit coordi¬ 
nation. 

Delegation of authority. 

Authority to supplement and de¬ 
viate from this subchapter. 

Supplementary procedures. 

Authority of service or bureau to 
vary procedures. 

Authority of Readjustment Divi¬ 
sion, ASF, and Industrial Re¬ 
adjustment Branch, OP&M. 

Clearance of service and bureau 
regulations and directives. 

Termination personnel. 

War. 

Navy. 

Freedom of Government officers 
and employees from personal 
liability. 

For payments. 

For property disposal. 

Assistance to contractors. 

Statutory provision. 

Duty to assist. 

Supervision of administration. 

Existing contracts not impaired. 


SUBPART A—INTRODUCTORY MATERIAL 

§ 841.111 Applicability of regulation . 
[JTR 111] 


§ 841.111-1 General. The War and 
Navy Departments have jointly adopted 
the regulations in this subchapter to es¬ 
tablish uniform policies and procedures 
for administering the termination of war 
contracts, termination settlements, in¬ 
terim financing and related matters. 
[JTR 111.1] 

§ 841.111-2 Services and bureaus coh¬ 
ered. The regulations in this subchapter 
are applicable to the following: 

The Army Servicd Forces including the 
technical services and the service com¬ 
mands; 

The Army Air Forces: 

All Bureaus, Boards and Offices of the Navy 
Department, Including Navy field pur¬ 
chasing activities: 

The United States Marine Corps. 

The United States Coast Guard. 

[JTR 111.2] 

§ 841.111-3 Application outside the 
United States, (a) All war contracts of 
the War or Navy Departments made or 
to be performed outside the continental 
limits of the United States or in Alaska 
are exempted from the provisions of the 
Contract Settlement Act of 1944. except 
to the extent that some or all of the pro¬ 
visions of the act are made applicable to 
any such contract or class of contracts 
(1) by any commanding officer pursuant 
to War Department Circular No. 330, (2) 
by the chief of any bureau of the Navy 
Department, or (3) by this subchapter. 

(b) In terminating and settling war 
contracts made or to be performed out¬ 
side the continental limits of the United 
States or in Alaska, any commanding of¬ 
ficer or the chief of any service or bureau 
is not required to conform to the provi¬ 
sions of this subchapter (unless this sub¬ 
chapter has been made expressly appli¬ 
cable under paragraph (a) above), but 
may do so to such extent as he deems ap¬ 
propriate. [JTR 111.3] 

§ 841.111-4 Terminations covered. 
(a) This subchapter applies to termi¬ 
nated war contracts, including subcon¬ 
tracts terminated by a war contractor 
either as a result of termination or modi¬ 
fication of ft prime contract, or under 
any other circumstances which may re- 
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Quire the Government to bear the cost 
of settling the terminated subcontract. 

<b) This subchapter does not apply to 
the termination or cancelation of a war 
contract for default of the contractor. 
Where any war contract is terminated 
for default, subcontracts thereunder 
terminated other than for default of the 
subcontractor are within the provisions 
of the act and of this subchapter for the 
benefit of subcontractors. 

(c) The application of this subchapter 
to quantity changes made under so-called 
“changes” articles or similar contract 
provisions or by agreement is stated in 
§ 842.216. LJTR 111.41 

§841.111-5 Action on defective , in- 
formal, and quasi contracts not covered . 
This subchapter does not cover any ac¬ 
tion imder section 17 of the Contract 
Settlement Act of 1944, relating to de¬ 
fective. informal and quasi contracts. 
War Department regulations on this sub¬ 
ject are found at § 843.308h of this chap¬ 
ter and Navy Department regulations are 
found at paragraph 11,111 and follow¬ 
ing of Navy Procurement Directives. 
IJTR 111.5] 

§841.112 Authority for regulation. 
The authority of the War and Navy De¬ 
partments to terminate prime contracts 
for the convenience or at the option of 
the Government is based upon their 
general authority to make contracts and 
to amend them in the interests of the 
Government, and upon their authority 
under Public Law 703, 76th Congress, as 
extended, and the First War Powers Act 
of 1S41. The Contract Settlement Act 
of 1944 confers on the Departments ex¬ 
press authority to settle termination 
claims'by agreement, by arbitration, and 
by determination without agreement, in 
accordance with the provisions of that 
act, and authorizes the making and 
amending of contracts to carry out the 
provisions of the act. The act authorizes 
the Director of Contract Settlement and 
the Departments to make regulations 
thereunder. This subchapter is based 
upon the authority under these laws and 
the regulations of the Director. [JTR 
1121 

§ 841.113 Arrangement of regulation . 
[JTR 1131 

§ 841.113-1 General plan, (a) Ter¬ 
minations for the convenience of the 
Government under any type of contract 
involve the same general problems. 
Parts 841 to 847, inclusive, of this sub¬ 
chapter prescribe procedures generally 
applicable to such terminations. These 
procedures apply to terminations of all 
fixed-price contracts, cost-plus-a-fixed- 
fee contracts, letter orders and other 
preliminary contractual instruments, 
with the exceptions stated in these parts 
and in Part 848. Terminations of con¬ 
struction contracts require certain varia¬ 
tions from the standard procedures and 
special provisions with respect to them 
are prescribed in Part 848. 

(b> To clarify the presentation and to 
facilitate reference, each part has been 
divided into several subparts dealing 
with related topics. Each of the follow¬ 
ing parts and most of the subparts are 
preceded by a short section stating the 
scope of the part or subpart in order to 


indicate the general arrangement of the 
subchapter. [JTR 113.1] 

§ 841.113-2 Content of parts. The 
arrangement of the parts is as follow^: 

(a> This Part 841 covers preliminary 
matters relating to this subchapter, 
definitions of terms, basic policies, and 
the administration of terminations. 

<b) Part 842 prescribes the procedures 
for planning termination and for stop¬ 
ping work under terminated prime con¬ 
tracts 

(c) Part 843 deals with Interim financ¬ 
ing for a war contractor pending settle¬ 
ment of his termination claim. 

(d) Part 844 discusses the disposition 
of termination inventories of war con¬ 
tractors in connection with settlements. 

(e) Part 845 contains basic policies 
and procedures common to settlement of 
both prime contracts and subcontracts. 

(f) Part 846 covers the procedures pe¬ 
culiar to settlements with subcontractors 
both by the prime contractor or interme¬ 
diate subcontractor and directly by the 
Government. 

(g) Part 847 covers the procedures pe¬ 
culiar to settlements with prime con¬ 
tractors. 

(h) Part 848 contains special proce¬ 
dures of limited application for particu¬ 
lar types of war contracts and for par¬ 
ticular war contractors. 

(i) Part 849 contains forms and in¬ 
structions, relating to termination, for 
use in accordance with this subchapter. 
[JTR 113.21 

§841.113-3 Numbering of original 
document . 1 The numbering of individ¬ 
ual paragraphs is not consecutive and is 
designed to permit additional paragraphs 
to be inserted later within the appropri¬ 
ate section and part. The number of a 
particular paragraph shows the section 
and part where it is found and also 
whether it is subordinate to a preceding 
paragraph. The first digit of the num¬ 
ber indicates the section and the second 
digit the part in which the paragraph is 
found. Where the number of a para¬ 
graph ends with a digit preceded by a 
decimal point (as 113.3), this indicates 
that it is part of the general subject cov¬ 
ered by the basic paragraph (as 113). 
IJTR 113.31 

§ 841.113-4 Cross references. Unless 
specifically stated otherwise, cross ref¬ 
erences in this subchapter specify sec¬ 
tions, subparts or parts of this subchap¬ 
ter. IJTR 113.4 J 

§841.113-5 Citations. This regulation 
may be referred to as the Joint Termina¬ 
tion Regulation and any paragraph may 
be cited as JTR followed by the para¬ 
graph number. Thus this paragraph 
may be cited as JTR 113.5. [JTR 113.51 

§ 841.114 Relation of regulation to 
Joint Termination Accounting Manual. 
IJTR 1141 

§841.114-1 Application of Manual. 
The Office of the Fiscal Director, Head¬ 
quarters, Army Service Forces, and the 


1 See note following table of contents of 
subchapter for explanation of relation be¬ 
tween numbering system of original docu¬ 
ment and that followed in the Federal Reg¬ 
ister. 


Cost Inspection Service. Bureau of Sup¬ 
plies and Accounts, Navy Department, 
have prepared a Joint Termination Ac¬ 
counting Manual for Fixed-Price Sup¬ 
ply Contracts. This Manual is prescribed 
for use by accounting personnel of all 
agencies of the War and Navy Depart¬ 
ments in making accounting reviews or 
examinations in connection with settle¬ 
ments of terminated fixed-price supply 
contracts or subcontracts, including 
fixed-price supply subcontracts under 
cost-plus-a-fixed-fee prime contracts. 
It is also suitable for use by war contrac¬ 
tors in the accounting examination of 
their subcontractors’ settlement pro¬ 
posals. IJTR 114.1] 

§ 841.114-2 Manual inapplicable to 
portions of contract already on a cost 
basis. Some fixed-price supply contracts 
provide that certain facilities shall be 
furnished on a cost basis. The Joint Ter¬ 
mination Accounting Manual is not ap¬ 
plicable to such portions of any contract. 
The audit procedures for such costs are 
stated for the War Department in Man¬ 
ual, “TM 14-1000, Administrative Audit 
Procedures for Cost-Plus-A-Fixed-Fee 
Supply Contracts”, and for the Navy De¬ 
partment in the “Revised Cost Inspec¬ 
tion Manual”. LJTR 114.2] 

§ 841.114-3 Manual not directed to 
contracting officers. The Joint Termina¬ 
tion Accounting Manual is not directed 
to contracting officers although they 
should be familiar with it. The reports 
and procedures prescribed by the Manual 
will not limit or affect the authority of 
the contracting officer to negotiate ter¬ 
mination settlements. IJTR 114.3] 

§ 841.115 Amendments of subchapter. 
(a) This subchapter will be amended 
from time to time by the War and Navy 
Departments jointly. Recommendations 
for amendments should be submitted 
through channels (1) in the War De¬ 
partment. to the Readjustment Division. 
ASF, or (2) in the Navy Department, to 
the Industrial Readjustment Branch, 
OP&M. 

(b) Unless otherwise specifically pro¬ 
vided, compliance with any amendment 
of this subchapter shall not be manda¬ 
tory until 30 days after the date of issu¬ 
ance of such amendment, but compli¬ 
ance therewith is authorized from the 
date of issuance. LJTR 1151 

§ 841.116 Public distribution of publi¬ 
cations on contract termination. War 
contractors may obtain without cost 
copies of this regulation and amend¬ 
ments, and also certain other publica¬ 
tions on contract terminations, issued by 
the War Department, Navy Department, 
or the Office of Contract Settlement, by 
a written request to the Readjustment 
Distribution Center (formerly the Joint 
Army-Navy Termination Regulation Dis¬ 
tribution Office), Federal Office Bufiding, 
6th Floor, 90 Church Street, New York 7, 
New York. [JTR 1161 

SUBPART B—DEFINITIONS OF TERMS 

§ 841.121 Definitions. As used in this 
subchapter, the following terms shall 
have the following meanings. I JTR 1211 

§ 841.121-1 The act. The term “the 
act” means the Contract Settlement Act 
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of 1944 (Public Law 395, 78th Congress, 
approved 1 July 1944). IJTR 121.1 J 

§ 841.121-2 Chief of service or bureau. 
The term ‘‘chief of service or bureau’* in¬ 
cludes (a) the chief of any technical 
service of the Army Service Forces, the 
Commanding General, Army Air Forces, 
and the Commanding General of any 
service command; (b) the chief of any 
bureau, board or office of the Navy De¬ 
partment, the Commandant, U. S. Marine 
Corps, and the Commandant, U. S. Coast 
Guard; and (c) except as otherwise ex¬ 
pressly provided, any duly authorized 
representative of any of the foregoing. 
IJTR 121.21 

§ 841.121-3 Common item. The term 
“common item” means any material 
which is normally usable both in connec¬ 
tion with a terminated war contract and 
in connection with other work of the 
war contractor. tJTR 121.31 

§ 841.121-4 Continued portion of con¬ 
tract The term “continued portion of 
the contract” means that portion of a 
partially terminated war contract which 
is not already completed at the effective 
date of termination, and which the war 
contractor must continue to perform. 
IJTR 121.4] 

§ 841.121-5 Contracting officer . The 
term “contracting officer’* means (a) the 
officer or employee who signs the prime 
contract in behalf of the Government or 
who is designated as such in the prime 
contract, and (b) any duly appointed 
successor or authorized representative of 
such a contracting officer. In the case of 
the War Department, the term includes 
all persons within the definition con¬ 
tained in § 803.302 (c) of this chapter. 
IJTR 121.5] 

§ 841.121-0 Effective date of termina¬ 
tion and date fixed for termination. The 
terms “effective date of termination** and 
"date fixed for termination** mean the 
date upon whfth the notice of termina¬ 
tion first requires the war contractor (a) 
to reduce or stop deliveries under his con¬ 
tract, or (b) if no deliveries are being 
made or are called for under the con¬ 
tract, to reduce or stop performance un¬ 
der the contract. [JTR 121.6] 

§ 841.121-7 Industrial Readjustment 
Branch, OP&M. The term “Industrial 
Readjustment Branch. OP&M” means 
the Vice Chief of the Office of Procure¬ 
ment and Material, Navy Department. 
IJTR 121.7] 

§ 841.121-8 Interim financing. The 
term “interim financing’* includes ad¬ 
vance payments, partial payments, loans, 
discounts, advances, and commitments 
in connection therewith, and guaranties 
of loans, discounts, advances, and com¬ 
mitments in connection therewith and 
any other type of financing made in con¬ 
templation of or related to termination 
of war contracts. IJTR 121.8] 

^ § 841.121-9 Material. The term 
material” includes any article, commod¬ 
ity, machinery, equipment, accessory. 
Part, component, assembly, work in proc¬ 
ess, maintenance, repair and operating 
supplies, and any product of any kind. 
IJTR 121.9] 


§ 841.121-10 Navy material inspector. 
The term “Navy material inspector” 
means (a) an Inspector of Naval Ma¬ 
terial, a Naval Inspector of Ordnance, a 
Supervisor of Shipbuilding, an Inspector 
of Machinery, a Bureau of Aeronautics 
Representative, an Officer in Charge of 
Construction, or (b) any designated rep¬ 
resentative of any of the foregoing, or 
(c) any other officer designated by the 
chief of a bureau to perform the func¬ 
tions of Navy material inspector under 
this subchapter. TJTR 121.10] 

5 841.121-11 Other work. The term 
“other work” means any work, whether 
Government or commercial, being done 
by a war contractor other than that 
related to the terminated war contract 
under discussion. LJTR 121.11] 

§841.121-12 Prime contract. The 
term “prime contract” means any con¬ 
tract, agreement, purchase order, letter 
of intent, letter contract, or other pre¬ 
liminary contractual instrument, hereto¬ 
fore or hereafter entered into by the War 
or Navy Department and connected with 
or related to the prosecution of the war. 
IJTR 121.12 J 

§ 841.121-13 Prime contractor. The 
term “prime contractor” ffT&ans any 
holder of one or more prime contracts. 
IJTR 121.131 

§ 841.121-14 Readjustment Division , 
ASF. The term “Readjustment Division, 
ASF” means the Director, Readjustment 
Division, Headquarters, Army Service 
Forces, or, with respect to the Army Air 
Forces, means the Director, as Special 
Representative of the Under Secretary 
of War. [JTR 121.14] 

§ 841.121-15 Retain or retention. 
The terms “retain” or “retention’* in¬ 
clude any purchase, by the war con¬ 
tractor in possession, of termination in¬ 
ventory in which the Government has 
title or other interest, as well as the re¬ 
tention of termination inventory to 
which the contractor has title. [JTR 
121.15] 

§ 841.121-16 Subcontract. The term 
“subcontract” means any contract, 
agreement, or purchase order, and any 
preliminary contractual instrument, 
heretofore or hereafter entered into to 
perform any work, or to make or furnish 
any material, to the extent that such 
work or material is required for the per¬ 
formance of any one or more prime con¬ 
tracts or of any one or more other sub¬ 
contracts. [JTR 121.16] 

g 841.121-17 Subcontractor. The 
term “subcontractor” means any h older 
of one or more subcontracts. [JTR 
121.17] 

§ 841.121-18 Terminated portion of 
the contract. The term ‘'terminated por¬ 
tion of the contract” means that portion 
of a terminated war contract which does 
not relate either (a) to completed work 
or material delivered and accepted un¬ 
der the war contract or (b) to any con¬ 
tinued portion of the war contract. 
[JTR 121.181 

§ 841.121-19 Termination, terminate, 
and terminated. The terms “termina¬ 


tion”. “terminate”, and “terminated” re¬ 
fer to the termination or cancelation, in 
whole or in part, of work under a prime 
contract for the convenience or at the 
option of the Government (except for 
default of the prime contractor) or of 
work under a subcontract for any reason 
except the default of the subcontractor. 
IJTR 121.191 

§ 841.121-20 Termination claim. The 
term “termination claim” or “claim” 
means any claim or demand by a war 
contractor for fair compensation for the 
termination of any war contract and any 
other claim under a terminated war con¬ 
tract, which this regulation authorizes to 
be asserted and settled in connection with 
any termination settlement. [JTR 
121 . 20 ] 

§ 84M21-21 Termination inventory. 
The term “termination inventory” means 
any materials (including a proper part 
of any common items) properly allo¬ 
cable to the terminated portion of a war 
contract, except any machinery or equip¬ 
ment subject to a separate contract or 
contract provision specifically governing 
the use or disposition thereof. [JTR 
121 . 21 ] 

§ 841.121-22 War contract. The term 
“war contract” means a prime contract 
or a subcontract. IJTR 121.22] 

§ 841.121-23 War contractor. • The 
term “war contractor” means any h older 
of one or more war contracts. [JTR 
121.231 

§ 841.122 Determining amount of 
claim or settlement. When any action 
under this subchapter depends upon the 
amount of a termination claim or settle¬ 
ment, then, unless specifically provided 
otherwise, in determining the amount of 
the claim or settlement, (a) credits for 
retention or disposal of termination in¬ 
ventory allocated to the claim and ad¬ 
vance or partial payments shall not be 
deducted from the gross claim or settle¬ 
ment; but (b) amounts payable for com¬ 
pleted articles or work at the contract 
price, for the discharge of termination 
claims of subcontractors and for interest 
shall be deducted. When the action is 
authorized or required before the amount 
of the claim or settlement is finally de¬ 
termined .the amount may be estimated. 
[JTR 1221 

SUBPART C—BASIC POLICIES 

§ 841.130 Scope. This subpart sum¬ 
marizes the basic policies of this subchap¬ 
ter designed to implement the objectives 
of the act, and refers to the provisions of 
the sub chap ter carrying out these poli¬ 
cies. [JTR 1301 

§ 841.131 Objectives of the act. Sec¬ 
tion 1 of the act declares that the objec¬ 
tives of the act are: 

(a) To facilitate maximum war production 
during the war, and to expedite reconversion 
from war production to civilian production 
as war conditions permit; 

(b) To assure to prime contractors and 
subcontractors, small and large, speedy and 
equitable final settlement of claims under 
terminated war contracts, and adequate in¬ 
terim financing until such final settlement; 

(c) To assure uniformity among Govern¬ 
ment agencies in basic policies and admlnis- 
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tratlon with respect to such termination set¬ 
tlements and interim financing; 

(d) To facilitate the efficient use of ma¬ 
terials. manpower, and facilities for war and 
civilian purposes by providing prime contrac¬ 
tors and subcontractors with notice of ter¬ 
mination of their war contracts as far 
in advance of the cessation of work there¬ 
under as is feasible and consistent with the 
national security; 

(e) To assure the expeditious removal 
from the plants of prime contractors and 
subcontractors of termination inventory not 
to be retained or sold by the contractor; 

(f) To use all practicable methods com¬ 
patible with the foregoing objectives to pre¬ 
vent improper payments and to detect and 
prosecute fraud. 

[JTR 1311 

§ 841.132 Prompt cessation of work. 
The purpose of terminating war con¬ 
tracts is to prevent unnecessary expense 
to the Government and waste of mate¬ 
rials. manpower and facilities. To ac¬ 
complish this purpose, prime contracts 
to be terminated must be carefully se¬ 
lected, and their termination must be 
well planned. In addition, all work 
under the terminated prime contract, 
whether performed by the prime con¬ 
tractor or by a subcontractor, must be 
stopped promptly, unless the contracting 
officer permits some work in process to 
be completed in accordance with 
§§ 842.241-2 and 842.241-3. Part 842 
of this chapter prescribes the procedures 
to carry out these objectives. [JTR 
1321 

§ 841.133 Expeditious settlements . 
When a war contract is terminated, the 
basic objective is to make a fair and 
prompt settlement with the war con¬ 
tractor to compensate him for the work 
done and the preparations made for the 
terminated part of the contract. This 
can be done most effectively by nego¬ 
tiated agreement based on adequate in¬ 
formation. The termination claims and 
data submitted by war contractors must 
be intelligently reviewed but detailed 
auditing must be reduced to the mini¬ 
mum in order to avoid delay and waste 
of accounting personnel. Part 845 pre¬ 
scribes the general policies and proce¬ 
dures designed for this purpose. Part 
847 states in detail the'procedures appli¬ 
cable to settlements with prime contrac¬ 
tors. I JTR 133] 

§ 841.134 Settlements with subcon¬ 
tractors. To assure subcontractors fair 
and speedy settlements of their claims, 
prime contractors and intermediate sub¬ 
contractors must be pressed to make 
settlements with their subcontractors 
promptly, and, in some cases, the Gov¬ 
ernment must undertake to make such 
settlements. In addition to the general 
policies and procedures prescribed in 
Part 845, procedures peculiar to subcon¬ 
tracts are prescribed in Part 846. I JTR 
1341 

§ 841.135 Inventory disposition. The 
prompt disposition of termination in¬ 
ventory is essential. Unless the war con¬ 
tractor desires to retain it, the termina¬ 
tion inventory must be promptly disposed 
of or taken over by the Government. 
Expeditious disposition of termination 
inventories also makes them available for 
other productive use as soon as possible. 


Part 844 of this chapter deals with this 
subject, f JTR 1351 

§ 841.136 Interim financing. The act 
entitles war contractors to adequate in¬ 
terim financing pending the final settle¬ 
ment of their claims. Speedy settlements 
will reduce the need for such interim 
financing, but many war contractors will 
require it. Accordingly, the provisions 
of the act for partial payments and 
guaranteed loans must be fully applied 
in accordance with Part 843. [JTR 1361 

§ 841.137 Importance of uniform pro¬ 
cedures. Uniformity of procedures will 
facilitate the prompt and equitable 
settlement of war contracts. It will en¬ 
able war contractors concerned with 
more than one Department or with more 
than one service or bureau within either 
Department to use substantially the same 
methods in terminating and settling war 
contracts pertaining to any of them. 
Such uniformity will permit w r ar con¬ 
tractors to set up their own internal 
arrangements for this work on a more 
efficient basis. It will also assist the De¬ 
partments in giving all war contractors 
fair and equal treatment. The chief of 
each service or bureau will see that ter¬ 
mination procedures employed in his 
service or bureau carry out the policy 
of uniformity stated in this section. 

I JTR 137] 

§ 841.138 Prevention of fraud. [JTR 
1381 

§ 841.138-1 Statutory provisions, (a) 
Sections 19 (c) and (d) of the act impose 
severe penalties on any person who di¬ 
rectly or indirectly makes or presents to 
any Government agency any claim, 
statement, or account, knowing the same 
to be false, or to be based on any false 
statement or entry, or who covers up or 
conceals any material fact, or who uses 
or engages in any other fraudulent de¬ 
vice for the purpose of securing or ob¬ 
taining for any person any benefit from 
any Government agency in connection 
with the award, performance, termina¬ 
tion or settlement of a contract with the 
United States or with any other person, 
or who enters into an agreement, com¬ 
bination, or conspiracy so to do. 

(b> Sections 16 (b) and 18 (e) of the 
act relate to settlements induced by 
fraud, and provide for appropriate action 
in such cases. [JTR 138.1] 

§ 841.138-2 Duty to report fraud, fa) 
Where, at any time prior to settlement, 
any contracting officer or any other offi¬ 
cer or employee of the War or Navy De¬ 
partment has reason to believe that there 
has been a violation of section 19 (c) or 
(d) of the act in respect of the termina¬ 
tion claim of any war contractor, he shall 
take no further action thereon, either by 
negotiation or otherwise, but shall im¬ 
mediately prepare a report of all known 
pertinent facts without additional inves¬ 
tigation. Unless intent to defraud clear¬ 
ly appears, it should not be concluded 
that there has been a violation of the act 
with respect to claims concerning which 
there may be a reasonable difference of 
opinion. 

(b) Where any contracting officer or 
any other officer or employee of the War 
or Navy Department has reason to be¬ 


lieve that any settlement of a termina¬ 
tion claim was induced by fraud, he like¬ 
wise shall immediately prepare a report 
of the pertinent facts. 

(c) Where any war contractor has 
reason to believe that there has been a 
violation of section 19 (c) or (d> of the 
act in respect of the termination claim 
of any w T ar contractor, or that any set¬ 
tlement of a termination claim was in¬ 
duced by fraud, he should, without fur¬ 
ther investigation, immediately prepare 
and submit a report of all knowm per¬ 
tinent facts to the appropriate contract¬ 
ing officer. 

(d) To enable the Department of Jus¬ 
tice to make the necessary investigation 
as soon as possible after discovery of the 
suspected fraud, all reports and docu¬ 
ments in connection therewith shall be 
prepared in quadruplicate. In the War 
Department, such reports and documents 
shall be transmitted through channels 
to the Readjustment Division, ASP. for 
submission to the Under Secretary of 
War and for transmission in duplicate by 
his office to the Department of Justice. 
In the Navy, such reports and documents 
shall be transmitted directly to counsel 
for the bureau executing the prime con¬ 
tract, who shall in turn promptly for¬ 
ward three copies thereof with any rec¬ 
ommendations to the Office of the 
General Counsel of the Navy Department 
for further transmittal in duplicate to 
the Department of Justice. One copy of 
the report shall be transmitted by the 
Office of the General Counsel for infor¬ 
mation to the Industrial Readjustment 
Branch, OP&M. LJTR 138.2] 

SUBPART D—ADMINISTRATION OF TERMI¬ 
NATIONS 

§ 841.140 Scope. This subpart out¬ 
lines the respective functions of the Di¬ 
rector of Contract Settlement, the Re¬ 
adjustment Division, ASF, and Industrial 
Readjustment Branch. OP&M, and the 
chief of each service or bureau. [JTR 
1401 

§ 841.141 Office of Contract Settle¬ 
ment. [JTR 141] 

§ 841.141-1 Creation. The act estab¬ 
lishes an Office of Contract Settlement 
headed by the Director of Contract Set¬ 
tlement, and a Contract Settlement Ad¬ 
visory Board composed of the Director 
and representatives of the principal con¬ 
tracting agencies and of the Department 
of Justice. [JTR 141.1 J 

§ 841.141-2 Regulations of Director. 
(a) The act empowers the Director to 
issue general orders or general regula¬ 
tions prescribing policies, principles, 
methods, procedures, and standards to 
govern the exercise of the authority and 
discretion and the performance of the 
duties and functions of the various Gov¬ 
ernment agencies under the act. [JTR 
141.2] 

§ 841.141-3 Liaison with Office. The 
Readjustment Division. ASP. and the In¬ 
dustrial Readjustment Branch. OP&M. 
will maintain liaison between the War 
and Navy Departments and the Office of 
the Director of Contract Settlement, and 
wiU clear all matters of policy arising in 
connection with that office. I JTR 141.3 J 
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§ 841.142 Departmental respo7isibility 
for termination policy . [JTR 142] 

§ 841.142-1 War . (a) The duty of 

formulating policy with respect to ter¬ 
minations has been vested in the Direc¬ 
tor, Readjustment Division, Headquar¬ 
ters, Army Service Forces, acting under 
the supervision of the Director of Ma¬ 
teriel in matters relating to the Army 
Service Forces, and as the Special Rep¬ 
resentative of the Under Secretary of 
War in matters relating to the Army Air 
Forces. 

(b) Staff supervision of terminations 
in the Army Service Forces is assigned 
to the Director of Materiel who will co¬ 
ordinate the activities of all headquarters 
staff divisions relating to this subject 
through the Readjustment Division, ASF. 
With respect to the Army Air Forces, 
staff supervision of terminations is vested 
in the Commanding General, Army Air 
Forces who acts with respect to such 
matters through the Assistant Chief of 
Air Staff, Materiel and Services. 

(c) Within policies prescribed by the 
Readjustment Division, ASF, the Office 
of the Fiscal Director has staff respon¬ 
sibility for developing and coordinating 
procedures for termination accounting 
and auditing, and the training of per¬ 
sonnel for these purposes. On matters 
afTecting the Army Air Forces, the Fiscal 
Director coordinates with the Command¬ 
ing General of the Army Air Forces. 

I JTR 142.1 J 

§ 841.142-^2 Navy. Responsibility for 
the establishment, supervision, and co¬ 
ordination of all policies and procedures 
with respect to terminations is vested in 
the Vice Chief of the Office of Procure¬ 
ment and Material. [JTR 142.21 

§ 841.142-3 Interdepartmental coor¬ 
dination. A Joint Army-Navy Termina¬ 
tion Committee, composed of the Direc¬ 
tor, Readjustment Division, ASF, his 
designed, and two designees of the Vice 
Chief of the Office of Procurement and 
Material, will coordinate the policies and 
procedures of the War and Navy Depart¬ 
ments with respect to termination mat¬ 
ters on which the two Departments have 
undertaken joint activities. When in¬ 
structions or statements of policy are 
issued in either Department on matters 
which have been coordinated by the 
Committee, the statement may be made, 
in appropriate cases, that such matters 
have been coordinated with the repre¬ 
sentative of the other Department. 

1 JTR 142.31 

§ 841.142-4 Interdepartmental audit 
coordination . With respect to the ac¬ 
counting aspects of terminations, the 
formulation of procedures in the two 
Departments is coordinated by a Joint 
Army-Navy Audit Committee, composed 
of a representative of the Office df the 
Fiscal Director, Hq. ASF, and a repre¬ 
sentative of the Cost Inspection Service, 
Bureau of Supplies and Accounts. This 
committee acts in an advisory capacity 
on accounting matters to the Joint 
Army-Navy Termination Committee re¬ 
ferred to in § 841.142-3. Within policies 
formulated in accordance with §§ 841.- 
142-1 and 841.142-2, it coordinates 
among the services of the War Depart¬ 


ment and Cost Inspection Service in the 
Navy Department the formulation of 
termination accounting and auditing 
procedures, the training of personnel in 
termination accounting, and the activi¬ 
ties of the local audit coordination com¬ 
mittees described in § 848.834. [JTR 
142.41 

§ 841.143 Delegation of authority. (a) 
The policy of the War and Navy Depart¬ 
ments is to delegate to the chiefs of the 
several services and bureaus the admin¬ 
istration of contract terminations as 
fully as possible. 

(b) The chief of each service or bu¬ 
reau may exercise the authority to termi¬ 
nate contracts and the authority and dis¬ 
cretion under the Contract Settlement 
Act of 1944 to the extent necessary to 
carry out this subchapter. No approval 
of any higher authority is required for 
any action authorized or prescribed by 
this subchapter unless the subchapter 
expressly so requires. 

(c) Except where action is explicitly 
required to be taken by the chief of a 
service or bureau himself or by a speci¬ 
fied officer or employee within his serv¬ 
ice or bureau, each such chief may re¬ 
delegate, (1) within his service or bu¬ 
reau, or (2) to the chief of another serv¬ 
ice or bureau, any authority or discre¬ 
tion granted to him by this subchapter, 
with or without authority to make suc¬ 
cessive redelegations: Provided . That no 
such delegation shall be made to the 
chief of another se rvice or bureau with¬ 
out his consent. [JTR 1431 

§ 841.144 Authority to supplement and 
deviate from this subchapter. [JTR 144] 

§ 841.144-1 Supplementary proce¬ 
dures. Subject to the provisions of 
§§ 841.137 and 841.144-4, the chief of 
each service or bureau may prescribe 
supplementary procedures for his serv¬ 
ice or bureau, consistent with the provi¬ 
sions of this subchapter. Such supple¬ 
mentary procedures shall not modify or 
restrict the general application of this 
subchapter except as to matters specifi¬ 
cally within the discretion of the chief of 
the service or bureau under this sub¬ 
chapter. [JTR 144.1] 

§ 841.144-2 Authority of service or 
bureau to vary procedures . (a) Subject 
to the basic policies stated in §§ 841.131 
to 841.138, inclusive, and to the provi¬ 
sions of § 841.144-4, the chief of each 
service or bureau may authorize varia¬ 
tions from the procedures herein pre¬ 
scribed in any case or class of cases, un¬ 
less such variation involves a substantial 
deviation from this subchapter. 

(b) In determining whether a sub¬ 
stantial deviation is involved, the chief 
of the service or bureau will consider 
whether the variation: 

<1) Conflicts with a policy stated in 
this subchapter; 

(2) Involves a decision on an impor¬ 
tant question of policy which has not 
theretofore been passed upon by higher 
authority; 

(3) Involves a decision on any matter 
in which uniformity among the several 
services and bureaus is desirable; 

(4) Involves a decision on an impor¬ 
tant or doubtful question of law, cost in¬ 


terpretation, accounting practice or fis¬ 
cal policy; 

(5) Will tend to set a precedent which 
may be undesirable in other cases. 

(c) In any case where a substantial 
deviation from this subchapter is in¬ 
volved, such deviation may be made only 
with the approval of the Readjustment 
Division, ASF. or the Industrial Read¬ 
justment Branch, OP&M, which will ob¬ 
tain any appropriate concurrences which 
in its judgment are desirable. [JTR 
144.2] 

§ 841.144-3 Authority of Readjust¬ 
ment Division. ASF. and Industrial Re¬ 
adjustment Branch. OP&M. The Read¬ 
justment Division, ASF, or the Industrial 
Readjustment Branch, OP&M, may au¬ 
thorize: 

(a) Any deviation from the provisions 
of this subchapter in any case or class 
of cases; 

<b) Such action or procedures as it 
deems appropriate in any case or class 
of cases where this subchapter does not 
adequately cover the problems raised. 
[JTR 144.31 

§ 841.144-4 Clearance of service and 
bureau regulations and directives, (a) 
All directives of general application pro¬ 
posed to be issued under this subchapter 
by the chief of a bureau of the Navy 
Department, or pursuant to his author¬ 
ity, shall be submitted for approval, 
before issuance, to the Industrial Read¬ 
justment Branch, OP&M. 

(b) The chief of each service of the 
War Department will report to the Re¬ 
adjustment Division, ASF, all regulations 
of general application issued by him or 
pursuant to his authority under this sub¬ 
chapter and shall submit for approval, 
before issuance, any such regulation 
which proposes to modify a form pre¬ 
scribed in Part 849. [JTR 144.4] 

§ 841.145 Termination p er s o nn el. 
[JTR 145 J 

§ 841.145-1 War . The chief of each 
service will provide, so far as possible, 
in each contracting office, district office, 
or area office which is delegated author¬ 
ity with respect to termination settle¬ 
ments. adequate and competent techni¬ 
cal, legal, accounting and other person¬ 
nel to protect the interests of the Gov¬ 
ernment. [JTR 145-1] 

§ 841.145-2 Navy, (a) The chief of 
each bureau engaged in contract termi¬ 
nation or property disposition shall es¬ 
tablish with respect to activities under 
his jurisdiction a unit or units which 
shall have the responsibility for, and the 
supervision of, contract termination and 
property disposition. The Chief of the 
Bureau of Supplies and Accounts shall 
establish similar units for purchasing ac¬ 
tivities in the field. 

(b) The chiefs of the several bureaus 
and the Director of the Inspection Ad¬ 
ministration of the Office of Procurement 
and Material shall establish, in the sev¬ 
eral field inspection activities of the Navy 
Department, units which shall have the 
responsibility for, an<J supervision of, the 
contract termination and property dis¬ 
position functions of Navy material in¬ 
spectors. 
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(c) The Director of the Cost Inspec¬ 
tion Service shall establish in such of its 
offices as he shall deem necessary a unit 
to coordinate the functions of that office 
concerning contract termination. He 
shall also designate representatives to act 
as liaison officers with the termination 
units established in accordance with par¬ 
agraphs (a) and (b> of this section. Such 
representatives shall act as advisors to 
such units with respect to the establish¬ 
ment of procedures for the review of 
termination claims, the application of ac¬ 
cepted accounting principles, and all 
other accounting problems resulting 
from terminations. Except where other 
qualified accounting personnel is regu¬ 
larly used by a bureau, the Cost Inspec¬ 
tion Service has the responsibility of 
making office accounting reviews of set¬ 
tlement proposals as required by this sub¬ 
chapter and, to the extent requested by 
contracting officers, of making any field 
accounting reviews or audits. 

(d) The Director of the Navy Material 
Redistribution and Disposal Administra¬ 
tion, of the Office of Procurement and 
Material, (herein referred to as the 
“NMR&DA”) shall designate representa¬ 
tives to act as liaison officers with the 
termination units established in accord¬ 
ance with paragraphs (a) and (b) of this 
section. The NMR&DA is the central 
agency for the disposition, storage and 
removal of termination inventory for the 
entire Naval establishment. I JTR 145.21 

§ 841.146 Freedom of Government 
officers and employees from personal lia¬ 
bility. I JTR 1461 

§ 841.146-1 For payments, (a) Sec¬ 
tion 15 (a) of the act provides as follows: 

Sec. 15. (a) Whenever any payment is 
made from Government funds to any war 
contractor or other person as an advance, 
partial or final payment on any termination 
claim, or pursuant to any loan, guaranty, or 
agreement for the purchase of any loan, or 
any commitment in connection therewith, 
entered into by the Government, no officer 
or other Government agent authorizing or 
approving such payment or settlement, or 
certifying the voucher for such payment, or 
making the payment in accordance with a 
duly certified voucher, shall be personally 
liable for such payment, in the absence of 
fraud on his part. In settling the accounts 
of any disbursing officer the General Account¬ 
ing Office shall allow any such disbursements 
made by him notwithstanding any other 
provisions of law. 

<b) This provision relieves any Gov¬ 
ernment officer or agent authorizing, 
approving, certifying, or making pay¬ 
ment on any termination claim or on 
any interim financing, or authorizing or 
approving any settlement, from personal 
financial liability for such payment ex¬ 
cept for his own fraud. Thus, an officer 
or employee will not be personally liable 
for mistakes of judgment or errors made 
in good faith in connection with termi¬ 
nation payments or settlements or in¬ 
terim financing. [JTR 146.11 

§ 841.146-2 For property disposal. 
Section 26 (a) of the Surplus Property 
Act of 1944 (Public Law 457, 78th Con¬ 
gress, approved 3 October 1944) provides 
as follows: 

Sec. 26. (a)* Where any property is disposed 
of in accordance with this Act and any reg¬ 


ulations prescribed under this Act. no officer 
or employee of the Government shall (1) be 
liable with respect to such disposition except 
for his own fraud or (2) be accountable for 
the collection of any purchase price which 
is determined to be uncollectible by the 
agency responsible therefor. 

[JTR 146.2] 

§ 841.147 Assistance to contractors. 
[JTR 147 J 

§ 841.147-1 Statutory provision. 
Section 20 (f) of the act provides as 
follows: 

(f) Any contracting agency may authorize 
or direct its officers and employees, as a part 
of their official duties, to advise, aid. and 
assist war contractors in preparing and pre¬ 
senting termination claims, in obtaining in¬ 
terim financing, and in related matters, to 
such extent as it deems desirable. Such ad¬ 
vice, aid. or assistance shall not constitute a 
violation of Section 109 of the Criminal Code 
(18 U.S.C. 198) or of any other law. provided 
the officer or employee does not receive there¬ 
for benefit or compensation of any kind, 
directly or indirectly, from any war con¬ 
tractor. 

[JTR 147.1] 

§ 841.147-2 Duty to assist. To expe¬ 
dite settlements, war contractors must 
understand the policies and procedures 
applicable to terminations. As a part of 
their official duties, officers and employ¬ 
ees engaged in termination activities for 
the War and Navy Departments will ad¬ 
vise, aid and assist war contractors in 
preparing and presenting termination 
claims, in obtaining interim financing, 
and in related matters, but will not ac¬ 
cept therefor, benefit or compensation of 
any kind, directly or indirectly, from any 
war contractor. The chief of any service 
or bureau may prescribe methods for 
the giving of such advice, aid or assist¬ 
ance by officers or employees under his 
supervision, and may impose such re¬ 
strictions thereon as he deems neces¬ 
sary. L JTR 147.21 

§ 841.148 Supervision of administra¬ 
tion. (a) The act places directly on 
the War and Navy Departments and 
other contracting agencies responsibility 
for protecting the Government’s interest 
in making termination settlements and 
interim financing. The Comptroller 
General is authorized to investigate com¬ 
pleted settlements for the purpose of (1) 
determining whether payments conform 
to the settlement, or the settlement was 
induced by fraud, and (2) reporting to 
Congress on whether the settlement 
methods and procedures used by the con¬ 
tracting agencies are designed to achieve 
expeditious and fair settlements and are 
followed with care and efficiency and 
adequately protect the interest of the 
Government. 

(b) The chief of each service or bureau 
will establish procedures for regular 
checks by his office of the administration 
of terminations by each procurement of¬ 
fice or termination unit under his direc¬ 
tion, including review of samples of set¬ 
tlements and interim financing, to insure 
that its termination settlements are be¬ 
ing made expeditiously, are fair to the 
Government and to war contractors, and 
conform to existing regulations. 

(c) The chief of each service or bureau 
will be prepared to report periodically 


on the procedures established by him to 
discharge his responsibilities under this 
section and on the results of the checks 
on individual procurement offices or 
termination units. [JTR 1481 

§ 841.149 Existing contracts not im¬ 
paired. In accordance with section 20 

(e) of the act, the act and this sub¬ 
chapter do not impair or modify any war 
contract or any term or provision of any 
war contract or any assignment of any 
claim under a war contract, without the 
consent of the parties thereto, if the war 
contract, or the term, provision, or as¬ 
signment thereof, is otherwise valid. 
[JTR 1491 


Part 842—Procedures for Terminating 
Prime Contracts 


Sec. 

842.200 Scope of part. 

SUBPART A — AUTHORITY FOR TERMINATIONS 


842.210 Scope. 

842.211 Authority of service or bureau to 

terminate. 

842.211- 1 War. 

842.211- 2 Navy. 

842.212 Prime contract articles for termi¬ 

nation. 

842.212- 1 Use of provisions. 

842.212- 2 Current approved forms of termi¬ 

nation articles. 

842.212- 3 Deviations from approved termi¬ 

nation articles. 

842.213 Amendments of prime contracts 

to Insert current approved ter¬ 
mination articles. 

842.213- 1 General policy. 

842.213- 2 Amendments of fixed-price and 

C 06 t-plus-a-flxed-fee prime con¬ 
tracts. 

842.213- 3 Amendment of letter orders. 

842.213- 4 Procedure for amendment. 

842.214 Authority to terminate prime con¬ 

tracts without termination ar¬ 
ticles. 

842.214- 1 Termination by agreement. 

842.214- 2 Termination without agreement. 

842.215 Terminations of prime contracts 

where default exists. 

842.215- 1 Terminations during hostilities. 

842.215- 2 Terminations of complete pro¬ 

grams or at the end of hostili¬ 
ties. 

842.216 Reductions in quantity under 

"Changes” articles or by agree¬ 
ment; changes in specifications. 

842.216- 1 When reductions permitted. 

842.216- 2 Compensation for such reductions. 

842.216- 3 Changes in specifications. 

842.217 Use of suspensions of performance. 

842.217- 1 Statutory provision. 

842.217- 2 Where suspensions authorized. 

842.217- 3 Terms of suspension. 


SUBPART 


842.220 

842.221 

842.221- 1 

842.221- 2 

842.221- 3 
842.221r4 

842.221- 5 

842.222 

842.222- 1 

842.222- 2 

842.222- 3 

842.222- 4 

842.222- 5 

842.223 

842.224 


B—ADVANCE PREPARATIONS FOR TER¬ 
MINATION SETTLEMENTS 

Scope. 

Responsibility for advance prep¬ 
arations. 

Value of advance preparations. 

Types of advance preparations. 

Scope of advance preparations. 

Coordination of advance prepa¬ 
rations. 

Navy Department Procedures. 

Discussions with contractors. 

Purpose of discussions. 

Scope of discussions. 

Specific subjects of discussions 
with contractors. 

Planning by subcontractors. 

Planning by higher tier war con¬ 
tractors. 

Informal arrangements. 

Pretermination settlement agree¬ 
ments. 
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Sec. 

842.224- 1 Regulations of Office of Contract 

Settlement. 

842.224- 2 Retention of property not sub¬ 

ject to termination inventory 
price policies. 

842.224- 3 Required conditions. 

842.224- 4 Permissible provisions. 

842.224- 5 Settlements on behalf of more 

than one service or bureau. 

842.224- 6 Applicability of this subchapter 

and Joint Termination Ac¬ 
counting Manual. 

842 225 Specific matters which may be 
covered by informal arrange¬ 
ments and by preterm in at ion 
settlement agreements. 

842 225-1 Stop-work points. 

842.225- 2 Method of taking inventory. 
842225-3 Categories of anticipated termi¬ 
nation inventory. 

842 225-4 Property required by Govern¬ 
ment. 

842225-5 Retention of property by con¬ 
tractor. 

842225-6 Scrap. 

842225-7 Transfer of property to the Gov¬ 
ernment. 

842.225- 8 Unit costs of termination In¬ 

ventory. 

842.225- 9 Advance agreement on total-cost 

basis. 

842.225- 10 Allocation of common Inventory 

to specific terminations, 
842225-11 Special faculties. 

842225-12 Government-owned production 
equipment. 

842225-13 Starting load costs and similar 
items. 

842225-14 Factory overhead and general and 
administrative expense. 
842225-15 Profit. 

842225-16 Pretermination and post-termi¬ 
nation settlement expenses. 
842225-17 Interim financing by means of 
partial and advance payments. 
842.226 Advance preparations tot sub¬ 
contract termination. 

842226-1 Informal arrangements. 

842226-2 Pretermination settlement agree¬ 
ments. 

842.226- 3 Direct pretermination settlement 

agreements with common sub¬ 
contractors. 

842227 Approval of pretermination set¬ 
tlement agreements. 

842.227- 1 Approval by review board. 
842227-2 Approval by disposal board. 
842227-3 Approval by Readjustment Divi¬ 
sion or Industrial Readjustment 
Branch. 

842.227- 4 Form for submitting agreements 

for approval. 


SUBPART C—DISTRIBUTION OF CUTBACKS 

842.230 Scope. 

842.231 Responsibility for planning cut¬ 

backs. 

842231-1 Need for planning. 

612231-2 Review boards. 

842.231- 3 Records to be maintained. 
842231-4 Navy procedures. 

842.232 Factors in. selecting prime con¬ 

tracts for termination. 

842 232-1 General application of factors. 
842232—2 Gosts. 

842.232- 3 Faculties useful for other produc¬ 

tion. 

842.232- 4 Financial condition. 

842.232- 6 Government-owned versus pri¬ 

vately owned facilities. 

842.232- 6 Location in critical labor areas. 

842.232- 7 Performance. 

842.232- 8 Pro-rata partial terminations. 

842.232- 9 Security. 

842232-10 Smaller war plants. 

842.232- 11 Stage of completion. 

842232-12 Stand-by faculties. 

842 232-13 Transportation. 

842.232- 14 Type of contract. 

No. 92-2 


Sec. 

842.233 


842.233- 1 

842.233- 2 
842233-3 

842233-4 

842233-5 


842.233- 6 

842.233- 7 

842.234 

842234-1 

842.234- 2 

842.234- 3 

842.234- 4 
842 235 


842236 

842.236- 1 

842.236- 2 

842.236- 3 

842.236- 4 

842.236- 5 

842.237 

842.238 


842238-1 
842 238-2 

SUBPART 


842.240 

842241 

842.241- 1 
842241-2 

842.241- 3 
842241-4 

842.242 

842242-1 

842242-2 

842.243 
842243-1 
842.243-2 
842244 


842.245 


Approval of large cutbacks by the 
War Production Board; notifica¬ 
tion of smaller cutbacks. 

General. 

Definition of cutbacks. 

PEC Form A. preliminary advice 
of current cutbacks. 

PEC Form B. detailed advice of 
current cutbacks. 

PEC Form C, notification of ter¬ 
mination or revision of contract 
delivery schedules. 

PEC Form D. rulings as to cut¬ 
backs by War Production Board. 

Clearance of cutbacks of ammuni¬ 
tion components. 

Procedures for filing PEC Forms. 

Army Service Forces. 

Army Air Forces. 

Navy. 

Joint procurement. 

Cutback procedures; explanations 
to war contractors and workers; 
the War Production Board 
•‘seven-day" rule. 

Official press statements. 

PEC statements. 

War Department field release of 
PEC statement. 

Navy Department field release of 
PEC statement. 

War Department local press state-' 
ments_ 

Navy Department statements in 
absence of PEC statements. 

Period I Procedures in the War 
Department: general plan. 

Period I Procedures in the War 
Department: action by the serv¬ 
ices. 

Army Service Forces. 

Army Air Forces. 

D—PREPARATION AND DELIVERY OF 
TERMINATION NOTICE 

Scope. 

Determining the time for termi¬ 
nation. 

Planning of termination. 

Need for components. 

Discontinuance of production. 

Obtaining data from local repre¬ 
sentatives. 

Conference with prime contrac¬ 
tor before termination. 

When to be held. 

Subjects for discussion. 

Preparation of termination notice. 

Standard forms of notice. 

Instructions for preparing notice. 

Detailed instructions to prime 
contractors for delivery with 
notice. 

Service of termination notice. 


SUBPART E—IMMEDIATE ACTION AFTER 
TERMINATION 


842250 

842.251 

842 251-1 
842 251-2 

842.251- 3 
842251-4 
842.261-5 

842.251- 6 

842252 

842.252- 1 

842.252- 2 
842253 


842 253-1 
842 253-2 
842253-8 

842254 


Scope. 

Immediate duties of prime con¬ 
tractor under notice. 

Stoppage of work. 

Completion of continued portion. 

Termination of subcontracts. 

Termination inventory. 

Notice of suits. 

Preparation of settlement "pro¬ 
posal. 

Treatment of completed articles. 

Acceptance of completed articles 
under contract. 

Inclusion In settlement. 

Designation and authority of 
principal representatives of con¬ 
tracting officer. 

Designation in War Department. 

Authority in War Department. 

Designation and responsibility of 
Navy material inspectors. 

Initial conference with the prime 
contractor after termination. 


Sec. 

842.254- 1 Importance of conference. 

842.254- 2 Scope of conference. 

842.255 Time schedule for settlement. 

812.256 Modification of termination In¬ 

structions. 

§ 842.200 Scope of part. This part 
covers the preliminary procedures and 
planning involved in the termination of 
prime contracts, the preparation of the 
notice of termination, and the steps to 
be taken by the contracting officer and 
prime contractor immediately after the 
service of the notice of termination, 
t JTR 2001 

SUBPART A—AUTHORITY FOR TERMINATIONS 

§ 842.210 Scope. This subpart deals 
with the authority to terminate prime 
contracts either under contract articles 
giving the Government that option or in 
the absence of such contract provisions. 
[JTR 2101 

§ 842.211 Authority of service or bu¬ 
reau to terminate . [JTR 2111 

§ 842.211-1 War. The chief of each 
service may terminate, in accordance 
with the provisions of this subchapter, 
any prime contract under his adminis¬ 
tration regardless of the amount of such 
contract and even though the contract 
expressly requires the approval of the 
Secretary of War for its termination. 
[JTR 211.11 

§ 842.211-2 Navy . As a general rule, 
the chief of the bureau which executed a 
prime contract has the responsibility for 
its termination, in accordance with the 
provisions of the subchapter. In those 
cases, however, where a bureau other 
than the bureau which executed a con¬ 
tract participated in the negotiation or 
preparation thereof, or where the mate¬ 
rials covered by a contract are part of a 
general procurement program of such 
other bureau, the chief of that other bu¬ 
reau may assume the responsibility for 
the termination of the contract, in ac¬ 
cordance with the provisions of this sub¬ 
chapter. The assumption of such re¬ 
sponsibility must be exercised either be¬ 
fore or promptly after the decision has 
been made to terminate the contract and 
should be accomplished by notification to 
the bureau which executed the contract, 
which shall take all action necessary to 
effect the transfer of authority and re¬ 
sponsibility. The transfer of responsibil¬ 
ity from the chief of the bureau which 
executed the contract shall not be ef¬ 
fected until the notificatian has been re¬ 
ceived by that bureau. [JTR 211.2 J 

§ 842.212 Prime contract articles for 
termination . [JTR 212] 

§ 842.212-1 Use of provisions . In the 
larger prime contracts the Government 
has generally reserved the right to ter¬ 
minate the contract in accordance with 
a termination article. The iorms of the 
termination articles used in such con¬ 
tracts have changed from time to time. 
In considering the rights of the Govern¬ 
ment with respect to the termination of 
any prime contract, the terms of the ter¬ 
mination article should be examined with 
care. [JTR 212.1] 

§ 842.212-2 Current approved forms 
of termination articles . (a) The follow- 
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ing are approved forms of termination 
articles for prime contracts with the War 
or Navy Department: 

< 1) The uniform article for fixed-price 
supply contracts set forth in § 849.931 of 
this subchapter; 

(2) The uniform article for cost-plus- 
a-fixed-fee supply contracts set forth in 
§ 849.932 of this subchapter. 

(b) For the War Department, the fol¬ 
lowing additional forms of termination 
articles are approved forms for prime 
contracts: 

(1) The form for fixed-price construc¬ 
tion contracts set forth in § 849.933 of 
this subchapter; 

(2) For cost-plus-a-fixed-fee con¬ 
struction contracts, the uniform article 
set forth in § 849.932 of this subchapter 
is the approved form; 

(3) The form for letter orders for 
supplies with no price stated or for 
letter orders for fixed-price or cost-plus- 
a-fixed-fee construction contained in 
§ 849.935-1; 

(4) The form for letter orders for 
supplies with the price stated contained 
in § 849.935-2; 

(5) Forms for laundry contracts and 
other types of service contracts have been 
specially approved from time to time. 

(c) For the Navy Department, the ap¬ 
proved forms of termination articles for 
classes of contracts, such as construction 
contracts, vessel contracts, letters of in¬ 
tent or other preliminary contractual in¬ 
struments, for which the use of the uni¬ 
form articles specified in paragraph (a) 
i3 not required, are the forms currently 
in use by the several bureaus as approved 
by counsel for such bureau. Such coun¬ 
sel will not approve the uniform termi¬ 
nation articles specified in paragraph (a) 
of tills section for use in any letter of 
intent or other preliminary contractual 
instruments, but may approve an appro¬ 
priate termination article therefor con¬ 
taining a provision allowing such profit 
on termination as may be reasonable 
under the circumstances. 

(d) As used in this regulation, the 
term “approved termination articles” re¬ 
fers to the articles specified in para¬ 
graphs (a), (b) and (c) of this section. 
IJTR 212.21 

§ 842.212-3 Deviations from ap¬ 
proved termination articles, (a) No 
deviations from the form of approved 
termination articles shall be made with¬ 
out the approval (1) for the War De¬ 
partment, of the Director, Purchases Di¬ 
vision, Headquarters, Army Service 
Forces, or the Legal Assistant, or Chief, 
Legal Branch, Office of Director of Mate¬ 
riel, Headquarters, Army Service Forces, 
or (2) for the Navy Department, of the 
Office of the General Counsel. 

(b> Any deviation from an approved 
article or any substitute therefor au¬ 
thorized under paragraph (a) shall be 
considered as an approved article for 
the purpose of this subchapter. [JTR 
212.31 

§ 842.213 Amendments of prime con - 
tracts to insert current approved termi¬ 
nation articles. [JTR 2131 

§ 842.213-1 General policy, (a) 
Where any war contract does not pro¬ 
vide for or provides against fair compen¬ 


sation for its termination, section 6 (g) 
of the act requires the Departments to 
agree to, authorize, approve, or ratify, its 
amendment to provide for such fair 
compensation. 

(b) The approved termination arti¬ 
cles currently authorized provide fair 
compensation for termination. Amend¬ 
ments of prime contracts to include such 
approved articles, whether or not they 
contain earlier forms of termination 
articles, will facilitate prompt settle¬ 
ments, promote uniform procedures, 
avoid delay and administrative difficul¬ 
ties, and carry out the objectives of the 
act. 

(c) Accordingly, whenever practica¬ 
ble, each service or bureau will give prime 
contractors an opportunity to amend 
outstanding prime contracts to include 
the latest form of appropriate approved 
termination article. [JTR 213.11 

§ 842.213-2 Amendments of fixed- 
price and cost-plus-a-fixed-fee prime 
contracts. The chief of any service or 
bureau may amend any fixed-price or 
cost-plus-a-fixed-fee prime contract at 
any time to insert therein the current 
approved termination article appropri¬ 
ate for that type of contract. Wherever 
practicable, such amendments will be 
made before giving formal notice of ter¬ 
mination, but may be made after the 
notice is given. [JTR 213.23 

§ 842.213-3 Amendment of letter or¬ 
ders. (a) As used in this section the 
term “letter order” includes letter con¬ 
tracts, letters of intent and letter pur¬ 
chase orders. 

(b) The chief of any service or bureau 
may amend any letter order to include 
therein the appropriate approved termi¬ 
nation article. Whenever practicable, 
such amendments will be made before 
the giving of notice of termination, but 
may be made after the notice is given. 

(c) The execution of a definitive con¬ 
tract will not be delayed by the amend¬ 
ments authorized by this section. (See 
§ 845.533-4) t JTR 213.33 

§ 842.213-4 Procedure for amendment. 

(a) Each amendment pursuant to 
§§ 842.213-2 and 842.213-3 will recite 
that it is made pursuant to the Contract 
Settlement Act of 1944. A form of sup¬ 
plemental agreement appropriate to 
amend prime contracts for this purpose 
is set out in § 849.937. 

(b) Before making any such amend¬ 
ment, each surety or guarantor should be 
notified, if the surety or guarantee agree¬ 
ment so requires, and the assent of any 
assignee, who has given notice under the 
Assignment of Claims Act, should be ob¬ 
tained where possible. [JTR 213.43 

§ 842.214 Authority to terminate 
prime contracts without termination ar¬ 
ticles. [JTR 2143 

§ 842.214-1 Termination by agree¬ 
ment. When the Government desires to 
terminate a prime contract containing 
no termination article, the chief of the 
service or bureau may agree with the 
contractor for the termination of the 
contract and for its settlement upon such 
terms as he deems for the best interest of 
the Government, and consistent with the 


provisions of this subchapter. [JTR 
214.13 

§ 842.214-2 Termination without 
agreement, (a) If such a prime contract 
cannot be terminated by agreement, the 
chief of the service or bureau concerned 
may authorize the contracting officer to 
order the contractor to discontinue fur¬ 
ther performance. In the Navy Depart¬ 
ment, the chief of a bureau will exercise 
this authority only after the matter has 
been referred to counsel for the bureau 
for advice and the preparation of the 
termination notice. 

(b) With the notice to discontinue 
performance or promptly thereafter, the 
contractor shall be requested to amend 
his contract to include the appropriate 
termination article pursuant to § 842.213. 
If he does so, he should be notified to ter¬ 
minate the contract under the article as 
of the effective date of the order to dis¬ 
continue performance and his termina¬ 
tion claim should be settled in accord¬ 
ance with the article. 

(c) If the contractor refuses so to 
amend, the chief of the service or bureau 
shall record and preserve a statement of 
the circumstances and reasons leading to 
the action and of the grounds on which 
such action was determined to be in the 
interests of the Government. In such 
cases, the chief of the service or bureau 
may settle with the contractor by agree¬ 
ment in accordance with § 842.214-1. 

(d) Where the contractor refuses to 
agree to a settlement, the chief of the 
service or bureau will prepare and deliver 
findings of the amount due on the termi¬ 
nation claim in accordance with the for¬ 
mula contained in the appropriate ap¬ 
proved termination article and the pro¬ 
cedure prescribed in Subpart E of Part 
847. [JTR 214.23 

§ 842.215 Terminations of prime con¬ 
tracts where default exists . [JTR 2153 

§ 842.215-1 Terminations during hos¬ 
tilities . Notwithstanding any default 
under a prime contract, the chief of the 
service or bureau charged with its ad¬ 
ministration may terminate the contract 
under the contract article providing for 
termination for the convenience of the 
Government, instead of for default, 
whenever he considers (a) that any de¬ 
fault of the contractor has not been gross 
or willful and has not caused substantial 
injury to the Government, and (b> that 
the use of that termination article will 
be equitable under all the circumstances. 
[JTR 215.13 

§ 842.215-2 Terminations of complete 
programs or at the end of hostilities, (a) 
Under the uniform prime contract termi¬ 
nation articles, the contract must be ter¬ 
minated in accordance with the article 
even though the prime contractor is in 
default, if the termination is simultane¬ 
ous with, or part of. or in connection 
with, a general termination: 

(1) Of all or substantially all of a 
group or class of contracts made by the 
War or Navy Department for the same 
product or for closely related products, 
or 

(2) Of war contracts at or about the 
time of or following the cessation of the 
present hostilities, or any large part 
thereof, 
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reduction should. If practicable, be dealt 
with and accounted for in conformity 
with Part 844. 

(c) The act and this subchapter shall 
apply to the termination and settlement 
of subcontracts resulting from such re¬ 
ductions, and to the termination inven¬ 
tory involved in such subcontracts. 

<d) In the event of failure to agree 
on the adjustment in any such case, the 
contracting officer will make formal find¬ 
ings of the amount due substantially in 
accordance with Subpart E of Part 847, 
insofar as applicable. Since such reduc¬ 
tion constitutes a termination under the 
act, the prime contractor will be entitled 
to appeal from such findings or sue in 
accordance with section 13 of the act. 

(e) Where the adjustment involves a 
payment of more than $25,000, computed 
in accordance with § 841.122, it is subject 
to review under § 845.582. [ JTR 216.2] 

§ 842.216-3 Changes in specifications. 

(a) Any modification of a war contract 
pursuant to its terms for the purpose of 
changing plans anti specifications, with¬ 
out substantially reducing its extent, is 
exempted from the provisions of the act 
and of this subchapter, except to the ex¬ 
tent that the chief of the service or 
bureau, in his discretion, may require 
that the provisions of the act or of this 
subchapter shall apply. 

(b) The act and this subchapter shall 
apply to the termination and settlement 
of subcontracts resulting from such 
modifications, and to the termination 
inventory involved in such subcontracts. 
[JTR 216.31 

§ 852.217 Use of suspensions of per¬ 
formance. [JTR 217J 

§ 842.217-1 Statutory provision. Sec¬ 
tion 11 (b) of the act provides as follows: 

Whenever a contracting agency hereafter 
directs a prime contractor to cease or suspend 
all or a substantial part of the work under 
a prime contract, without terminating the * 
contract, then, unless the contract provides 
otherwise, (1) the contracting agency shaU 
compensate the contractor for reasonable 
costs and expenses restilting from such ces¬ 
sation or suspension, and (2) if the cessation 
or suspension extends for thirty days or more, 
the contractor may elect to treat It as a 
termination by delivering ynritten notice of 
his election so to do to the contracting 
agency, at any time before the contracting 
agency directs the prime contractor to resume 
work under the contract. 


tract to continue, or (ii) effecting its im¬ 
mediate termination. 

(2) Where a termination has definitely 
been decided upon, the contracting 
officer may order a short suspension to 
afford an opportunity to make appro¬ 
priate arrangements with the contractor 
before giving formal notice of termina¬ 
tion. This may be done by a letter, con¬ 
ference, or telegram. This method 
should be used only where it is certain 
that the contract will be terminated in 
whole or in part in the manner stated 
in the notice of suspension. [JTR 217.2 J 

§ 842.217-3 Terms of suspension (a) 
Where a suspension is ordered, the con¬ 
tracting officer: 

(1) Should discuss with the prime con¬ 
tractor the nature and terms of the sus¬ 
pension and reduce such terms to writ¬ 
ing; and 

(2) Should limit the duration of the 
suspension and not delay the decision as 
to termination. 

(b) If possible, the contracting officer 
should negotiate with the contractor a 
supplemental agreement covering the 
terms of the suspension. If the prime 
contract does not already contain a ter¬ 
mination article substantially in the 
form currently approved, the agreement 
should insert the appropriate approved 
article. 

(c) Unless the prime contract or sup¬ 
plemental agreement provides otherwise, 
the contractor may elect to treat any sus¬ 
pension, extending for thirty days or 
more, as a termination. Whether the 
contract is reinstated or terminated, the 
reasonable costs of the contractor caused 
by the suspension should be paid either 
pursuant to an appropriate supplemental 
agreement or as a part of the termination 
settlement. 

(d> The contracting officer shall not 
suspend performance before clearance 
with, or notice to, the War Prdtiuction 
Board, if required by §§ 842.233. 842.234 
or 842.235. [JTR 217.31 

SUBPART B—ADVANCE PREPARATIONS FOR TER¬ 
MINATION SETTLEMENTS 

§ 842.220 Scope. This subpart deals 
with advance preparations for termina¬ 
tion settlement, consisting of discussions, 
informal arrangements and pretermina¬ 
tion settlement agreements with wVr 
contractors. [JTR 220 J 


unless the contracting officer finds that 
the contractor is then in gross or willful 
default under the contract. 

(b) Certain of the other or earlier 
forms of termination articles contain 
somewhat similar provisions applicable 
to terminations at the cessation of hos¬ 
tilities. 

(c) The chief of any service or bureau 
will follow the contract provisions re¬ 
ferred to in paragraphs (a) and (b) 
above, whenever they become applicable. 
[JTR 215.2] 

§ 842.216 Reductions in quantity un- 
der “Changes” articles or by agreement; 
changes in specifications. [JTR 216] 

§ 842.216-1 When reductions per¬ 
mitted. (a) Certain War and Navy De¬ 
partment prime contracts contain a spe¬ 
cial '‘Changes 0 article which authorizes 
the Government, under certain condi¬ 
tions, to reduce by a change order the 
quanttiy of supplies to be delivered un¬ 
der the contract. Such a reduction is 
a method of termination, and is subject 
to the provisions of §§ 842.233, 842.234 
and 842.235, requiring clearance with the 
War Production Board. 

(b) Where a reduction in the quantity 
of supplies to be delivered under a prime 
contract appears likely to involve sub¬ 
stantial or complicated problems regard¬ 
ing termination inventories or claims by 
subcontractors, such reduction should 
ordinarily be effected as a partial termi¬ 
nation pursuant to the termination ar¬ 
ticle contained in the contract. Where 
no such substantial or complicated prob¬ 
lems exist, such a reduction in the quan¬ 
tity of supplies may be effected under 
the special “Changes” article or any sim¬ 
ilar article. 

(c) Where a prime contract does not 
contain such a “Changes” article, reduc¬ 
tions may be made under the same con¬ 
ditions by supplemental agreement with 
the consent of the contractor. Before 
making any such agreement, each surety 
or guarantor should be notified, if the 
surety or guarantee agreement so re¬ 
quires, and the assent of any assignee, 
who has given notice under the Assign¬ 
ment of Claims Act, should be obtained 
where possible. [JTR 216.1] 

5 842.216-2 Compensation for such 
reductions, (a) When any such reduc¬ 
tion is made under a “Changes” article 
or by supplemental agreement, the prime 
contractor may be compensated therefor 
by an equitable adjustment in the con¬ 
tract price without conforming to the 
procedures in this subchapter; but the 
provisions of this subchapter may be 
used as a guide in making the adjust¬ 
ment. 

<b> Such an equitable adjustment 
should compensate the contractor fairly 
for the reduction, taking into account 
the types of costs, allocable to the reduc¬ 
tion, recognized by the Statement of 
Principles for Determination of Costs 
upon Termination of Fixed-Price Supply 
Contracts (§ 845.551). The adjustment 
may be a lump sum or a change in the 
unit price or both. In the War Depart¬ 
ment, the adjustment should be made 
in conformity with the procedures pre¬ 
scribed in § 812.1231 of this chapter. Any 
excess inventory resulting from such a 


[JTR 217.11 

§ 842.217-2 Where suspensions au¬ 
thorized. (a) C o n t r a c t i n g officers 
should ordinarily not direct a prime con¬ 
tractor to suspend performance while 
attempting to decide whether to termi¬ 
nate a particular contract. Generally, 
such suspension results in confusion to 
the contractor, increased costs to the 
Government, and disorganization of the 
contractor’s working forces and opera¬ 
tions. 

(b) Occasionally, however, special cir¬ 
cumstances may justify an order to a 
contractor to suspend performance: 

(1) Where termination is under con¬ 
sideration, the contracting officer may 
order a suspension when he is certain 
that the resulting cost to the Govern¬ 
ment will be substantially less than either 
(i) allowing the performance of the con¬ 


§ 842.221 Responsibility for advance 
preparations. [JTR 221] 

§ 842.221-1 Value of advance prep¬ 
arations. (a) Advance preparations 
for termination lead to prompt and 
equitable settlement of terminated con¬ 
tracts, and are therefore designed to fa¬ 
cilitate the prompt transition from ter¬ 
minated war production to other war 
production or to civilian production upon 
the partial or final cessation of hostilities. 
It is vital to the present war effort and 
the future economy of the country that 
this transition be accomplished with the 
greatest possible speed. 

<b) Settlements of terminated war 
contracts Involve many decisions and 
actions of war contractors and the Gov¬ 
ernment. Diligent efforts must be made, 
before actual terminations, to agree on 
both the financial and property disposi- 
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tion aspects of the termination settle¬ 
ment. 

(c) Such advance preparations will 
speed the diversion of personnel, inven¬ 
tory and facilities to other war produc¬ 
tion or to civilian production, and will 
facilitate interim financing, plant clear¬ 
ance, and prompt settlement of termina¬ 
tion claims, with resulting avoidance of 
unemployment. [JTR 221.1] 

§ 842.221-2 Types of advance prepa¬ 
rations . The three types of advance 
preparations are: 

(a) Discussions with contractors of 
termination procedures and problems, 
and the preparation by contractors of 
internal termination plans and pro¬ 
cedures. (See § 842.222.) 

<b) Tentative understandings or in¬ 
formal arrangements embodied in mem¬ 
oranda not binding upon the Govern¬ 
ment or the contractor. (See §§ 842.223, 
842.225 and 842.226.) 

(c) Pretermination settlement agree¬ 
ments which are formal, binding agree¬ 
ments covering elements of the termi¬ 
nation settlement. (See §§ 842.224, 
842.225, 842.226 and 842.227.) [JTR 
221.21 

§ 842.221-3 Scope of advance prepara¬ 
tions. Except in those specific cases 
where such activity would interfere with 
production, all services and bureaus are 
resposible for conducting advance prep¬ 
arations to the greatest extent practi¬ 
cable. Discussions with contractors 
should lead to the preparation of a writ¬ 
ten termination plan by each contractor, 
and to informal arrangements covering 
elements of termination settlements. 
Thereafter, to the greatest extent prac¬ 
ticable, advance preparations should be 
extended to the negotiation of preter¬ 
mination settlement agreements. [JTR 
221.3] 

§ 842.221-4 Coordination of advance 
preparations . The local termination co¬ 
ordination committees appointed under 
Subpart C of Part 848 can be of material 
assistance to all the services and bureaus 
in carrying out advance preparations for 
termination settlement without unneces¬ 
sary duplication of effort. The chairman 
of each committee should coordinate 
planning and contractor education so 
that every war contractor in the area will 
be covered by at least one of the services 
or bureaus and made aware of the bene¬ 
fits to be derived from advance prepara¬ 
tions. The termination coordination 
committees should serve as clearing 
houses for disseminating information to 
contractors regarding informal arrange¬ 
ments and pretermination settlement 
agreements. [JTR 221.4] 

8 842.221-5 Navy Department pro¬ 
cedures . In the Navy Department, cer¬ 
tain functions of the contracting officer 
in respect of the termination and settle¬ 
ment of war contracts, interim financ¬ 
ing, disposition of property and related 
matters have been assigned to the Navy 
Material Redistribution and Disposal 
Administration, Navy material inspec¬ 
tors and Cost Inspection Service. The 
foregoing representatives of the con¬ 
tracting officer shall have corresponding 
authority and responsibility in connec¬ 


tion with advance preparations for ter¬ 
mination settlement. [JTR 221.5] 

§ 842.222 Discussions with contrac¬ 
tors . I JTR 222] 

§ 842.222-1 Purpose of discussions. 
Both the Government and the contractor 
will benefit from a thorough discussion 
of anticipated terminations. Contract¬ 
ing officers will become more familiar 
with the records and termination prob¬ 
lems of contractors, and contractors will 
become more familiaf with termination 
procedures and the character of the in¬ 
formation which they must furnis h to 
the Government on termination. [JTR 
222 . 1 ] 

§ 842.222-2 Scope of discussions. A 
number of the specific matters which 
should be discussed with contractors are 
listed in § 842.222-3. The subjects listed 
in § 842.225 as appropriate matters for 
informal arrangements or pretermina¬ 
tion settlement agreements should also 
be discussed as early as possible. [JTR 
222 . 2 ] 

§ 842.222-3 Specific subjects of discus¬ 
sions with contractors —(a) Termination 
article . War contractors should become 
thoroughly familiar with the termination 
articles in their contracts. Contracts 
which do not contain approved termina¬ 
tion articles should be amended to insert 
them wherever possible. 

(b) Termination organization. Each 
contractor should form a termination 
section headed by an individual of execu¬ 
tive level, and provide necessary legal, 
accounting and other assistance. 

(c) Training of personnel. An ade¬ 
quate staff should be trained in all the 
operations involved in the prompt settle¬ 
ment of claims and disposal of inventory, 
such as the preparation of settlement 
proposals, taking of inventories, disposal 
of property, and negotiations with sub¬ 
contractors. 

(d) Government regulatioris and 
forms. Contractor personnel concerned 
with terminations should become thor¬ 
oughly familiar with this regulation, the 
Termination Accounting Manual, and 
standard forms for notice of termina¬ 
tion, instructions to contractors, settle¬ 
ment proposals, and interim financing. 
Each contractor should see that sufficient 
copies of these documents are available. 

(e) Accounting system. Contractors 
should review their accounting systems 
to make sure that they will have avail¬ 
able all data required in filling out the 
standard settlement proposal forms. 
Contracting officers and Government ac¬ 
counting personnel should, to the ex¬ 
tent practicable, become familiar with 
each contractor's accounting policies 
and procedures. 

(f) Production control. The contrac¬ 
tor and the contracting officer should 
consider the normal ‘‘production cycle”, 
representing the length of time taken to 
complete the finished unit from initial 
operations, and the “lead time", repre¬ 
senting the time from the placement of 
orders with subcontractors and suppliers 
until raw materials and components are 
received in the contractor's plant. This 
will permit an approximation of the 
character and quantity of inventory and 


commitments that the contractor will 
have upon termination. 

(g) Contractor's inventory forms. The 
contractor should arrange for an ample 
supply of all forms needed to record in¬ 
ventory and costs. 

(h) Records of contractor. The rec¬ 
ords of the contractor should be reviewed 
to assure that they afford the basis for 
proper identification and allocability of 
all property acquired for the contract 
and all subcontracts-thereunder, and for 
determining the cost of all property that 
may be included in termination inven¬ 
tories. The records of the contractor 
and the contracting officer regarding 
Government-owned materials and pro¬ 
duction equipment should be brought up 
to date and reconciled. The contractor 
should be encouraged to set up and main¬ 
tain proper records of his post-termina¬ 
tion expenses. 

(i) Disposal of property by the con¬ 
tractor . In general, it is the policy of the 
Government to encourage war contrac¬ 
tors to retain or sell as much termina¬ 
tion inventory as possible at prices which 
are fair and reasonable. 

( 1 ) Diversion to other contractors. 
Where production of the terminated end- 
product will be continued by other con¬ 
tractors. diversion to them should be 
accomplished, if a saving to the Govern¬ 
ment may be effected, even though ter¬ 
mination of subcontracts will result. 

(2) Return to suppliers. Arrange¬ 
ments should be made to list the standard 
items which the contractor will return to 
original suppliers upon termination. In 
many cases it will be desirable to ascer¬ 
tain in advance from such suppliers the 
extent to which such returns can prob¬ 
ably be negotiated. 

(3) Special arrangements. Contrac¬ 
tors should be informed of any special 
arrangements of the nature referred to 
in § 844.457-3, covering the disposition 
of certain specific items of material, and 
should be instructed as to compliance 
with such arrangements. 

(4) Other sales by contractors. The 
manner in which the contractor will offer 
items of termination inventory for gen¬ 
eral sale should be considered, and ap¬ 
propriate authorizations for sales with¬ 
out further approval of the contracting 
officer should be granted. 

(j) Packaging. Plans should be maae 
by the contractor to assure adequate per¬ 
sonnel, equipment and materials for 
packaging those items of termination in¬ 
ventory to be taken over by the service 
or bureau concerned. Packaging speci¬ 
fications should be supplied, and the de¬ 
sirability of deviation from standard 
specifications in the case of low-value 
items, such as scrap and salvage, should 
be considered. 

(k) Interim financing. Each contrac¬ 
tor should make an estimate of his 
financial needs during the period be¬ 
tween termination and final settlement 
and ascertain in advance the most suit¬ 
able method of interim financing. Con¬ 
tracting officers should advise contractors 
about the availability of partial pay¬ 
ments, guaranteed loans and funds for 
the benefit of subcontractors; and the 
necessary application forms should be 
secured. If a guaranteed loan will be 
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required, the contractor should discuss 
it with his bank. [JTR 222.33 

§ 842.222-4 Planning by subcontrac¬ 
tors . The list of subjects enumerated in 
§ 842.222-3 for discussions with war con¬ 
tractors applies in general to both prime 
contractors and subcontractors. It is 
particularly important that subcontrac¬ 
tors be able, in advance of termination, 
to identify accurately the prime con¬ 
tracts to which their subcontracts relate, 
and the names and offices of the Govern¬ 
ment officers charged with administering 
them. They should a*so be familiar with 
their rights and du: i under this sub¬ 
chapter, and under the notices and in¬ 
structions which they should expect to 
receive upon termination. IJTR 222.41 

§ 842.222-5 Planning by higher tier 
war contractors . The most thorough 
planning by subcontractors will not ex¬ 
pedite the settlement of their claims 
without the cooperation of their cus¬ 
tomers. Advance planning by prime 
contractors and higher tier subcontrac¬ 
tors should cover the following specific 
matters in addition to those listed in 
§ 842.222-3. 

<a) Identification of subcontracts. All 
war contractors should examine their 
subcontracts with a view to establishing 
their allocability to the contracts to 
which they relate. Order forms, in¬ 
voices and other supporting documents 
should be made readily available to sup¬ 
port subcontract charges. 

(b) Termination article . The termi¬ 
nation provisions in subcontracts should 
be reviewed, and, where appropriate, the 
approved subcontract termination ar¬ 
ticle (§849.936) should be inserted. 

(c) Forms and instructions. Con¬ 
tractors should prepare a list of subcon¬ 
tracts to be terminated upon termina¬ 
tion of their own contracts, and should 
have on hand all necessary forms. Con¬ 
tractors should see that their subcon¬ 
tractors are familiar with the require¬ 
ments of the instructions to subcontrac¬ 
tors (§ 849.844-3). 

( d) Review procedure . Contractors 
should ascertain the nature and extent 
of. and establish internal procedures for 
carrying out, any required review of 
settlement proposals and contemplated 
dispositions of termination inventory of 
subcontractors. 

(e) Settlement of subcontractors * 
claims. War contractors authorized 
under § 846.642 to make final settlement 
of claims of $10,000 or less or to make 
partial payments should be encouraged 
to exercise this authority widely. 

(f) Interim financing . War contrac¬ 
tors should also be encouraged (1) to 
study and assist in solving the financial 
needs of their subcontractors, (2) to pay 
immediately for all completed articles 
delivered under the subcontract, (3) to 
make other payments to subcontractors 
without awaiting payment by the Gov¬ 
ernment and (4) to process promptly ap¬ 
plications for partial payments for their 
subcontractors. [JTR 222.53 

§ 842.223 Informal arrangements. 

(a) Discussions with a contractor should 
frequently lead to understandings con¬ 
cerning particular elements of the ter¬ 
mination settlement, which should be 


reduced to informal memoranda. Such 
memoranda are not binding, are subject 
to change by either party and should so 
state clearly. 

(b) In the case of prime contractors, 
informal memoranda should be signed 
by the contractor 'and the contracting 
officer. They may set forth any tenta¬ 
tive agreements reached on the pricing, 
disposition or retention of inventory, 
particular cost elements, or any other 
aspects of the termination settlement. 

(c) Discussions with subcontractors 
may lead to informal arrangements be¬ 
tween the subcontractor and his cus¬ 
tomer, with the tentative approval of 
the contracting officer. Such approvals 
constitute indications by the contracting 
officer that, as advised at the time the 
memorandum is made, he would approve 
the arrangement if embodied in a settle¬ 
ment agreement between the subcon¬ 
tractor and his customer. 

(d) Immediately upon termination all 
tentative arrangements previously made 
should be reviewed by the interested 
parties. If no new factors or considera¬ 
tions have made the arrangement in¬ 
advisable, the tentative understandings 
may be promptly confirmed or adjusted. 
A tentative memorandum may provide 
for a specific method by which such con¬ 
firmation or adjustment may be ac¬ 
complished. Widespread use of this pro¬ 
cedure will materially reduce the time 
required after termination for plant 
clearance and final settlement and pay¬ 
ment of contractors’ claims. [JTR 2233 

§ 842.224 P reter mination settlement 
agreements. [JTR 2241 

§ 842.224-1 Regulations of Office of 
Contract Settlement, (a) General Regu¬ 
lation No. 3 of the Office of Contract 
Settlement added to Directive Order No. 
2 of the Office of War Mobilization the 
following paragraph: 

Any Department or Agency of the Govern¬ 
ment may embody in any contract a special 
agreement to pay the contractor, as fair 
compensation for the termination of the 
contract, amounts specified in the contract or 
to be readily computed according to specified 
methods, standards or bases appropriate to 
the particular contract and set out therein, in 
lieu of any other compensation therefor, 
whenever the Department or Agency deter¬ 
mines (1) that the available data permit a 
reasonable forecast, consistent with sound 
commercial standards, of the factors involved 
in determining what will be fair compensa¬ 
tion for termination in the case or class of 
cases and (2) that such agreement will sub¬ 
stantially facilitate settlements, plant clear¬ 
ance, reconversion from war to civilian pro¬ 
duction or the efficient use of materials, man¬ 
power and faculties or will otherwise promote 
the objectives of the Contract Settlement 
Act of 1944. Such special agreements may be 
included in original contracts or may be in¬ 
serted in contracts by amendment made be¬ 
fore their termination and, when so Included 
or inserted, are hereby determined to provide 
a method for determining fair compensation 
for the termination of such contracts. 

(b) Regulation No. 6 of the Office of 
Contract Settlement states that a similar 
policy will be applied to subcontract 
pretermination settlement agreements. 
[JTR 224.13 

§ 842.224-2 Retention of property not 
subject to termination inventory price 


policies. The Surplus War Property Ad¬ 
ministrator interpreted its Directive 
Order No. 3. under which the price poli¬ 
cies stated in Subpart C of Part 844 
were issued, as extending only to prop¬ 
erty available for disposition on contract 
termination and not to property which 
the contractor had, prior to termination, 
agreed to retain with the consent of the 
Government. By section 35 of the Sur¬ 
plus Property Act of 1944, this interpreta¬ 
tion was continued in effect until super¬ 
seded by regulations prescribed under 
that act. No such regulations have been 
adopted to date. Inventory which the 
contractor agrees to retain is therefore 
not subject to the price policies of Direc¬ 
tive Order No. 3. Agreements of this 
kind should provide that the Govern¬ 
ment reserves the right to take over on 
termination any such property needed 
for war production. Such a reservation 
does not affect the exemption from the 
above-mentioned price policies. [JTR 
224.21 

§ 842.224-3 Required conditions, (a) 
Before entering into any pretermination 
settlement agreement, the contracting 
officer should determine (1) that the 
available data assure reasonable accu¬ 
racy of the information on which the 
agreement is based, and (2) that the 
contract will advance one or more of the 
objectives of the act. When the agree¬ 
ment involves a forecast of the factors 
involved in determining fair compensa¬ 
tion, the available data must permit a 
reasonable forecast, consistent with 
sound commercial standards, of such fac¬ 
tors. Many agreements can be made, 
however, that do not settle the actual 
methods, standards or bases for deter¬ 
mining fair compensation, but fix specific 
elements that enter Into the determina¬ 
tion of a fair settlement. In each case, 
the required data, considered in the light 
of the contractor’s records and his reli¬ 
ability and experience, must justify a 
judgment that the determinations made 
by the agreement will contribute to a fair 
settlement upon termination. 

(b) Each pretermination settlement 
agreement which determines the amount 
payable to the contractor as fair com¬ 
pensation for termination shall provide 
that the gross amount, exclusive of any 
sum payable for post-termination ex¬ 
penses, shall not exceed the total con¬ 
tract price, less payments otherwise 
made or to be made under the contract. 
[JTR 224.33 

§ 842.224-4 Permissible provisions, (a) 
Pretermination, settlement agreements 
may provide that they shall become op¬ 
erative, or may be modified or cancelled, 
only upon stated conditions. Each such 
agreement should clearly state, for ex¬ 
ample, whether it becomes operative only 
upon total or upon a defined, partial 
termination; and whether the agreement 
shall be modified or cancelled after exe¬ 
cution, but before termination of the 
contract by such events as change orders, 
variations in volume of production, pas¬ 
sage of time or completion of a specified 
portion of the contract. 

(b) Where the passage of time might 
substantially affect the fairness of an 
agreement, especially as to unit costs, re- 
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tention values, rates of overhead or profit 
and special facilities, a provision for pe¬ 
riodic adjustment of the settlement terms 
by negotiation or by an agreed formula 
may properly be included. The contrac¬ 
tor will not be given the option to choose, 
after notice of termination, between the 
pre ter min at ion settlement agreement 
and settlement under other authorized 
termination provisions. 

(c) A pretermination settlement 
agreement may provide that the contrac¬ 
tor will make no charge because of ter¬ 
mination if he is given notice by a speci¬ 
fied period of time before the effective 
date of termination. The purpose of 
such notice shall be to give the contractor 
adequate time to plan his work so- as to 
avoid termination charges. The Gov¬ 
ernment, however, shall not bind itself 
to give such advance notice. 

<d) A suggested form of pretermina¬ 
tion settlement agreement appears in 
§ 849.984. This form, which is for use in 
connection with fixed-price supply con¬ 
tracts containing the uniform termina¬ 
tion article, is furnished solely as an ex¬ 
ample and is not designed to cover the 
many types of situations which may be 
presented. [JTR 224.41 

§ 842.224-5 Settlements on behalf of 
more than one service or bureau. The 
Readjustment Division, ASF. may au¬ 
thorize the chief of any service or bureau 
to execute a pretermination settlement 
agreement with a war contractor on be¬ 
half of any or all services of the War De¬ 
partment; and the Industrial Readjust¬ 
ment Branch, OP&M, may grant such 
authority on behalf of any or all bureaus 
of the Navy Department. [JTR 224.51 

§ 842.224-6 Applicability of this sub¬ 
chapter and Joint Termination Account¬ 
ing Manual. The principles of this 
subchapter relating to negotiated ter¬ 
mination settlements, and the Joint 
Termination Accounting Manual shall be 
employed as general guides, insofar as 
applicable, in making decisions and de¬ 
terminations concerning any pretermi¬ 
nation settlement agreements. [JTR 
224.61 

§ 842.225 Specific matters which may 
be covered by informal arrangements and 
by pretermination settlement agree¬ 
ments. The following list includes im¬ 
portant matters, some or all of which 
may be the subject of either informal 
arrangements or binding settlement 
agreements. [JTR 2251 

§ 842.225-1 Stop-work points. The 
contractor and the contracting officer 
should ascertain and agree upon the 
points or stages at which production is 
to be stopped upon termination in ac¬ 
cordance with § 842.241-3 (a). [JTR 
225.11 

§ 842.225-2 Method of taking inven¬ 
tory. Advance arrangements should be 
made as to the place and method of 
taking and verifying inventories and pre¬ 
paring satisfactory termination inven¬ 
tory schedules. Proper short cuts in 
counting inventory should be considered, 
such as estimates, weighing instead of 
counting and using book inventory sub¬ 
ject to appropriate check. Arrange¬ 
ments should be made for concurrent 


verification of inventory by the contract¬ 
ing officer, particularly as to those items 
to be scrapped, retained by the contrac¬ 
tor, or Immediately diverted to other 
work of the contractor or to other con¬ 
tractors. Agreement should be reached 
as to what constitutes a “satisfactory" 
schedule with respect to classification 
and description. Items to be scrapped, 
sold, or retained by the contractor, di¬ 
verted to other war contractors, trans¬ 
ferred to the Government for war pro¬ 
duction, or otherwise disposed of 
promptly upon termination, need be de¬ 
scribed only to the extent required to 
substantiate the contractor’s charges and 
to meet the requirements of such dis¬ 
posal; they need not be described in the 
detail required for inventory to be taken 
over and reported to a disposal agency. 
[JTR 225.21 

§ 842.225-3 Categories of anticipated 
termination inventory. Termination in¬ 
ventory anticipated as being on hand at 
terminition should be studied, and agree¬ 
ment reached on the items to be 

(a) Retained by the contractor at cost 
or less than cost but at more than scrap 
prices; 

(b) Retained at scrap prices by the 
contractor; 

(c) Disposed of by the contractor to 
original vendors or others; 

(d) Transferred to the Government; 

(e) Covered by a storage agreement. 
[JTR 225.31 

§ 842.225-4 Property required by 
Government. Termination inventory 
required by the Government for any rea¬ 
son should be ascertained at the earliest 
possible date. Where lists of critical 
items desired by a service or bureau are 
available, they should be used as a basis 
for advance arrangements. Generally, 
a determination can be made that cer¬ 
tain items will not be required, and a 
tentative understanding reached. In 
general, as to spare parts, the Govern¬ 
ment will require only completed com¬ 
ponents and assemblies, and will require 
raw materials only where the supply is 
critical. Chiefs of services and bureaus 
should supply contracting officers, prior 
to termination wherever possible, with a 
current list of critical items, as a basis 
for advance arrangements. [JTR 225.41 

§ 842.225-5 Retention of property by 
contractor . Subject to any applicable 
War Production Board regulations, re¬ 
tention of termination inventory by the 
contractor is encouraged. Retention 
values should be negotiated at a fixed 
price or by a definite formula for com¬ 
putation of such price. Unless the price 
or the formula is agreed to as an ele¬ 
ment of a pretermination settlement 
agreement, the price at which items may 
be retained will be subject to the price 
policies set forth in Subpart C of Part 
844. [JTR 225.51 

§ 842.225-6 Scrap, (a) For the pur¬ 
pose of this subpart, the term “scrap" 
shall have the meaning stated in 
§ 844.435-1. Scrap determinations 
should be made on the assumption that 
all work-in-process upon which machin¬ 
ing has not been completed (as distin¬ 
guished from finished components and 


assemblies which might be required for 
spare parts, or castings which might be 
required for production reserve) should 
be scrapped. If this assumption proves 
incorrect, the arrangement or agreement 
should be modified, if necessary. 

(b) As stated in § 842.224-2, the reten¬ 
tion of scrap by a contractor under a pre¬ 
termination settlement agreement is not 
subject to the price policies, including 
the requirements of a scrap warranty, 
stated in Subpart C of Part 844. 

(c) All scrap determinations shall be 
submitted for disposal board review 
where review w'ould be required upon 
final determination, and advice of Re¬ 
construction Finance Corporation scrap 
panels should be sought in all doubtful 
cases. Advice from such scrap panels and 
disposal board approval need not be con¬ 
firmed 6n termination unless some sub¬ 
stantial change has occurred in the facts 
upon which the scrap determination was 
based. Advance planning for retention 
or disposal of scrap by the contractor 
should conform to the contractor’s nor¬ 
mal scrap disposal procedure to the ex¬ 
tent permitted by this subchapter. [JTR 
225.61 

§ 842.225-7 Transfer of property to 
the Government. Arrangements should 
be made for packaging, shipping and 
storing termination inventory to be taken 
over by the Government. I JTR 225.71 

§ 842.225-8 Unit costs of termination 
inventory. Agreement may be reached 
as to the unit costs of each item or class 
of inventory on termination, including 
raw materials and work-in-process at 
the appropriate stop-work stages per¬ 
mitted by § 842.241-3 (1). Such unit 
costs may be negotiated as definite fig¬ 
ures on the basis of the contractor’s prior 
cost experience; or if such costs cannot 
be forecast with reasonable accuracy, 
provision may be made for adjustment 
upward or downward, in accordance with 
any agreed formula. Such formula 
should be designed to cover any special 
factors, such as wage changes, market 
fluctuations, or changes in production 
volume arising from cut-backs or in¬ 
creases in production, which would ma¬ 
terially affect termination inventory 
costs. Cost of work-in-process, at the 
appropriate stop-work stages, may be 
forecast and negotiated on any agreed 
basis of standard, average or estimated 
costs. Agreement upon unit costs, re¬ 
tention values, settlement expenses, and 
rates of general and administrative ex¬ 
pense and profit represents a “count and 
multiply” type of agreement, requiring 
only an extension of agreed-on prices to 
the number of units on hand on termi¬ 
nation to arrive at the amount of the 
termination claim. The suggested form 
of agreement set forth in § 849.984 is of 
this type. [JTR 225.81 

§ 842.225-9 Advance agreement on 
total-cost basis. In cases where it is im¬ 
practicable to negotiate unit costs of an¬ 
ticipated termination inventory, ar¬ 
rangements or agreements may provide 
that the total-cost basis shall be used. 
[JTR 225.91 

§ 842.225-10 Allocation of common in¬ 
ventory to specific terminations. Where 
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raw materials and work in the early 
stages of process cannot be identified 
with specific contracts or orders, rules 
governing allocability as between civilian 
and war business, terminated and con¬ 
tinued war business, and similar ques¬ 
tions, may be decided on. [JTR 225.101 

§ 842.225-11 Special facilities. Ar¬ 
rangements or agreements may be made 
regarding capital items which are de¬ 
termined to be special facilities within 
the meaning of the Statement of Cost 
Principles, § 845.551-2 (f). The cost to 
be allowed and the method of protecting 
the Government’s interest should be 
specifically covered in accordance with 
Subpart H of Part 844. r JTR 225.11] 

§ 842.225-12 Government-owned, pro¬ 
duction equipment. Advance arrange¬ 
ments should cover the following: 

(a) Idle equipment. A list of the 
equipment that will become idle as a re¬ 
sult of termination should be prepared 
in satisfactory form for plant clearance 
purposes. 

(b) Acquisition by the contractor. The 
contractor should indicate those items 
that he wishes to acquire at the prices 
established under applicable War and 
Navy Department regulations, and the 
contracting officer should determine 
whether such items can be released. 
The method of financing such acquisi¬ 
tion should be considered. 

(c) Removal . The contractor should 
be given definitive instructions as to the 
dismantling, packaging, shipment and 
storage of those items that he does not 
wish to acquire or that the Government 
is unwilling to release. [JTR 225.12] 

§ 842.225-13 Starting load costs and 
smilar items . Arrangements or agree¬ 
ments should cover the methods of de¬ 
termining and allocating such costs as 
starting load, engineering, and tooling 
expenses, fJTR 225.13] 

§ 842.225-14 Factory overhead and 
general and administrative expense . The 
rates of factory overhead and general 
and administrative expense may be 
agreed upon and, in appropriate cases, 
made subject to periodic adjustment. 
TJTR 225.14] 

§ 842.225-15 Profit. The rate or 
method of computing profit may be de¬ 
termined. TJTR 225.15] 

§ 842.225-16 Pretermination and 
post-termination settlement expenses. 
Arrangements or agreements may be 
made covering the amount of. or the 
methods of determining and allocating, 
the costs of maintaining a termination 
organization and the expenses incurred 
in advance preparations for termination 
settlement, as well as the amount or 
method of computing the amount of post¬ 
termination settlement expenses. [JTR 
225.16] 

§ 842.225-17 Interim financing by 
means of partied and advance * pay¬ 
ments —(a) Prime contractors 9 charges. 
Advance arrangements or agreements 
covering methods of computing fair 
compensation on termination will assist 
a prime contractor in applying for an 
immediate, cost-supported or controlled 
partial payment in accordance with Sub¬ 


part E of Part 843. An agreement may 
establish the basis upon which the con¬ 
tractor’s estimate is to be prepared, and, 
if prepared in accordance with such 
basis, the percentage of the estimate 
that will be paid as a partial payment, 
but not the amount of the estimate or 
of the partial payment. Where unit 
costs of termination inventory have 
been agreed to in advance, an estimate 
of costs based upon the amount of in¬ 
ventory customarily in the contractor’s 
plant at then prevailing rates of pro¬ 
duction should be submitted in advance 
to the contracting officer, and currently 
revised to facilitate prompt approval by 
the contracting officer on the date of 
termination. 

(b) Subcontractors ’ charges. Ar¬ 
rangements may be made for establish¬ 
ing a fund in the hands of higher tier 
contractors from which partial and final 
payments may be made to subcontrac¬ 
tors, in accordance with § 943.364. [JTR 
225.171 

(c) Use of advance payments for in¬ 
terim financing. Under the conditions 
stated in §§ 843.331 and 843.332, advance 
payment funds in special accounts may 
be utilized for the payment of subcon¬ 
tractors’ charges and those of the con¬ 
tractor. LJTR 225.17] 

§ 842.226 Advance preparations . for 
subcontract termination. [JTR 226 J 

§ 842.226-1 Informal arrangements. 
Informal arrangements and pretermi¬ 
nation settlement agreements between 
war contractors affecting subcontracts 
will be recognized on substantially the 
same conditions as those applicable to 
prime contracts. 

Contracting officers, in cooperation 
with prime contractors, should encourage 
advance arrangements covering elements 
of subcontractors’ settlements. [JTR 
226-1] 

§ 842.226-2 Pretermination settlement 
agreements (a) Pretermination settle¬ 
ment agreements between the Govern¬ 
ment and prime contractors may not be 
used to relieve such contractors of their 
obligations with respect to subcontrac¬ 
tors’ claims. Where a prime contrac¬ 
tor’s pretermination settlement agree¬ 
ment with the Government deals with 
subcontractors’ claims, it shall contain an 
undertaking by the contractor promptly 
to pay fair compensation to subcontrac¬ 
tors in accordance with the standards 
prescribed by this regulation. 

(b) Pretermination settlement agree¬ 
ments between war contractors and their 
subcontractors will be recognized as bind¬ 
ing on the Government upon approval by 
the Government to the extent and upon 
the conditions stated in § 842.227, or 
w'hen they are made pursuant to the 
terms of a pretermination settlement 
agreement between the Government and 
the prime contractor. [JTR 226-21 

§ 842.226-3 Direct pretermination 
settlement agreements with common 
subcontractors, (a) The Government 
may enter Into direct pretermination 
settlement agreements with subcontrac¬ 
tors producing the same or similar arti¬ 
cles under different prime contracts, and 
may prescribe therein (he method of de¬ 


termining the termination charges of 
such subcontractors. Such agreements 
may be entered into only to the extent 
that, in^ccordance with paragraph (b) 
below, authority has been granted to the 
service or bureau executing the agree¬ 
ment to make it applicable in the settle¬ 
ment of the prime contracts to which 
such subcontracts relate. 

(b) The* Readjustment Division, ASF. 
may authorize the chief of any service 
or bureau to execute such a pretermi¬ 
nation settlement agreement with sub¬ 
contractors on behalf of any or all serv¬ 
ices of the War Department; and the 
Industrial Readjustment Branch, OP&M, 
may grant such authority on behalf of 
any or all bureaus of the Navy Depart¬ 
ment. 

(c) Such agreements with subcon¬ 
tractors may establish as fair compensa¬ 
tion amounts specified in the agreement 
or to be readily computed according to 
methods, standards or bases appropriate 
to such subcontracts. Subcontract set¬ 
tlements made in accordance with such 
agreements will be recognized by the 
Government in the settlement of the 
prime contract to which such subcon¬ 
tract relates, but no such agreement shall 
bind any higher tier contractor without 
his consent. [JTR 226.31 

§ 842.227 Approval of pretermination 
settlement agreements. [JTR 2271 

§ 842.227-1 Approval by review board. 
Each pretermination settlement agree¬ 
ment shall, before approval or execution 
by the contracting officer, be examined 
by a review board in the service or bureau 
of that contracting officer. Such board 
may be a settlement review board estab¬ 
lished under § 845.581, or such other 
board of three or more members as may 
be specially created by the chief of the 
service or bureau. The function of the 
board shall be to determine the over-all 
reasonableness of the agreement, and 
the adequacy of the protection of the 
Government’s interests. If the review 
board disapproves any proposed agree¬ 
ment, the contracting officer shall not 
approve or execute it without the ap¬ 
proval of the head of the office in which 
the board is established. [JTR 227.1] 

§ 842.227-2 Approval by disposal 
board. Where a pretermination settle¬ 
ment agreement provides for the reten¬ 
tion of any termination inventory by the 
contractor, or for a scrap determination, 
such agreement shall be subject to prior 
review and approval by a disposal board 
established under § 844.455. [JTR 
227.2] 

§ 842.227-3 Approval by Readjust¬ 
ment Division or Industrial Readjust¬ 
ment Branch. In addition to the ap¬ 
proval required under §§ 842.227-1 and 
842.227-2, a pretermination settlement 
agreement requires approval of the Re¬ 
adjustment Division, ASF, or the Indus¬ 
trial Readjustment Branch, OP&M where 
the agreement: 

(a) Has the effect of substantially de¬ 
termining the entire matter of fair com¬ 
pensation, and the undelivered portion of 
the contract is more than $5,000,000 at 
the time of execution; or 
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(b) Provides for the payment of any 
amount for loss on special facilities as 
defined in § 845.551-2 (f); or 

(c) Determines, from estimates based 
on the contractor’s production S^cle, or 
otherwise, the precise quantities of ter¬ 
mination inventory which will be as¬ 
sumed to be on hand at any given time, 
and on which, therefore, the settlement 
is to be based; or 

(d) Provides for the additional proc¬ 
essing or continuation of production of 
any work-in-process for the account of 
the Government after the effective date 
of termination, except to the extent pro¬ 
vided in § 842.241-3 (a); or 

(e> Is a direct pretermination settle¬ 
ment agreement with a subcontractor 
under § 842.226-3: or 

(f) Relates to a cost-plus-a-fixed-fee 
contract. IJTR 227.3] 

§ 842.227-4 Form for submitting 
agreements for approval . Every request 
for approval under § 842.227-3 will in¬ 
clude such of the following information 
as is relevant: 

(a) Name and address of contractor. 

(b) Numbers and dates of the con¬ 
tracts or orders covered by the agree¬ 
ment, estimated dates of completion, and 
delivery schedules. 

(c) Location of the principal plant 
furnishing the items. 

(d) Quantity and brief description of 
items being furnished. 

<e) Unit price or prices and total 
amount to be expended under the con¬ 
tracts or orders. 

(f) Experience of contractor with the 
type of. production involved. 

<g) Copy of the pretermination settle¬ 
ment agreement. 

(h) Recommendation of the chief of 
the service or bureau.' 

(i) Such other information as the con¬ 
tracting officer deems proper. tJTR 
227.41 

SUBPART C—DISTRIBUTION OF CUTBACKS 

§ 842.230 Scope . This subpart deals 
with policies and procedures governing 
the translation of cutbacks in procure¬ 
ment schedules into terminations or re¬ 
visions of specific contracts. Such poli¬ 
cies and procedures are based on, and 
follow the requirements of, (a) a direc¬ 
tive dated January 20, 1945 issued by the 
Director, Office of War Mobilization and 
Reconversion, entitled “Policies of Con¬ 
tract Curtailment, Non-renewal and 
Termination”, and (b) Directive No. 40 
of the War Production Board, entitled 
“Clearance and Consultation on Cut¬ 
backs”. This subpart includes the steps 
to be taken in planning contract termi¬ 
nations, clearing such plans with the 
War Production Board where this is re¬ 
quired. and informing the prime con¬ 
tractors' employees and the general pub¬ 
lic where substantial releases of man¬ 
power or facilities may result. The 
preparation of the notice of termination 
and its delivery to the prime contractor 
are covered in Subpart D. [JTR 230] 

§ 842.231 Responsibility for planning 
cutbacks . [JTR 231] 

§ 842.231-1 Need for planning, (a) 
When the supply programs of the armed 
forces change due to strategic changes, 


new technical developments, scarcity of 
materials, or other similar factors, pro¬ 
curement schedules must often be cur¬ 
tailed either by terminating outstand¬ 
ing prime contracts or by reducing the 
rate of deliveries scheduled under such 
contracts, or by both methods. 

(b) In reducing procurement sched¬ 
ules and in terminating war contracts, 
it is essential, to the greatest extent 
practicable: 

(1) To shift any manpower, facilities, 
and materials released into other war 
production; 

(2) To minimize disruption of the na¬ 
tional economy; 

(3) To reduce or eliminate termina¬ 
tion claims, by enabling war contractors 
to change over to other production with 
minimum delay or loss of productive 
capacity; 

(4) To provide prime contractors with 
notice of termination as far in advance 
of the cessation of work thereunder as is 
feasible and consistent with the na¬ 
tional security, without permitting un¬ 
needed production or performance, in 
order to enable the contractor and his 
employees to prepare for the termination 
of work. 

(c) The chief of each service or bureau 
will cai'fefully plan all cutbacks under his 
administration in such manner as to 
meet these objectives. [JTR 231.1] 

§ 842.231-2 Review boards. The chief 
of each service (except the Army Air 
Forces) and the chief of each bureau will 
establish one or more boards of review 
composed of not less than three respon¬ 
sible officers or employees to review pro¬ 
posed terminations of contracts and re¬ 
ductions in individual delivery schedules. 
Such a board shall review each such cut¬ 
back which involves a reduction of more 
than $500,000 in the total value of the 
items to be delivered under all prime 
contracts with that service or bureau for 
the same procurement item (a) in the 
current month or in any one of the suc¬ 
ceeding 11 months, or (b) in the case of 
Navy Department ship construction, in 
the current month or any succeeding 
month. The chief of the service or bu¬ 
reau in his discretion may require pro¬ 
posed cutbacks involving smaller 
amounts to be submitted to a review 
board. [JTR 231.2] 

§ 842.231-3 Records to be maintained . 
The chief of each service or bureau will 
maintain adequate records of all cut¬ 
backs. evidencing the application to each 
case of the procedures prescribed by this 
regulation and especially of the policies 
specified in §§ 842.232 and 842.241. It is 
recommended that such records be main¬ 
tained on the PEC Form B prescribed 
in § 842.233-4, whenever practicable, 
whether or not a report for the case is 
required to be made on that form under 
§ 842.233-4. [JTR 231.3] 

§ 842.231-4 Navy procedures. In ob¬ 
taining information as a basis for apply¬ 
ing the policies specified in §§ 842.232 and 
842.241, each bureau should consult di¬ 
rectly with appropriate divisions or sec¬ 
tions in the Office of Procurement and 
Material and in the Shore Establishments 
and Civilian Personnel Division of the 
Secretary’s Office. Such divisions and 


sections in OP&M include the Materials 
and Products Control Officer and the La¬ 
bor Relations Division of the Production 
Branch, the Finance Division and Indus¬ 
try Cooperation Division of the Procure¬ 
ment Branch, and in Shore Establish¬ 
ments and Civilian Personnel, the Indus¬ 
trial Manpower Section of the Employ¬ 
ment Branch. [JTR 231.4] 

§ 842.232 Factbrs in selecting prime 
contracts for termination. [JTR 232] 

§ 842.232-1 General application of fac¬ 
tors. (a) When a cutback in a procure¬ 
ment program will require the termina¬ 
tion of less than all outstanding prime 
contracts related to the program, the 
service or bureau concerned will select 
the particular prime contracts to be ter¬ 
minated in the light of all applicable 
factors within its knowledge. 

(b) The prime consideration is the re¬ 
tention of facilities with capacity to pro¬ 
duce known and contingent future re¬ 
quirements. A list of the other factors 
to be considered is given in the following 
sections. Not all of these factors will 
applv to each case, but all that are per¬ 
tinent should be considered. Readily de¬ 
terminable factors, such as relative costs, 
should not be over-emphasized to the 
exclusion of those less tangible in nature. 

(c) To the fullest extent possible, the 
service or bureau should take into ac¬ 
count the bearing of all pertinent factors 
upon subcontractors; for example, in re¬ 
gard to critical labor areas or the use of 
transportation facilities, the location of 
the prime contractor may be less impor¬ 
tant than the location of major subcon¬ 
tractors. [JTR 232.1] 

§ 842.232-2 Costs. Prime contracts 
affording lower unit costs to the Govern¬ 
ment should be retained where other 
factors are equal, but the obvious impor¬ 
tance of this factor and the ease with 
which it can be applied must not result in 
disregarding other pertinent factors. As 
in the case of initial procurement, prime 
contracts may be retained even though 
involving higher prices than the con¬ 
tracts terminated, whenever necessary to 
give due weight to other factors. The 
cost factor will, however, grow in impor¬ 
tance as manpower, transportation and 
other shortages are overcome. [JTR 
232.2] 

§ 842.232-3 Facilities useful for other 
production, (a) Facilities which can be 
utilized for other war production or for 
essential civilian production should be 
released in preference to terminating war 
contracts at plants not readily adaptable 
for such other production. In addition 
to physical facilities, the availability of 
engineering and other technical staffs 
able to effect speedy change-over should 
be considered in this regard. 

(b) Where the released facilities will 
not be required for other war production 
or essential civilian production, prefer¬ 
ence should be given to those able to re¬ 
convert to other civilian production for 
which labor and material are available. 
This consideration may be particularly 
important where a war contractor is lo¬ 
cated in a single industry community 
dependent on the business of the con¬ 
tractor. [JTR 232.31 
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§ 842.232-4 Financial condition. 
Prime contractors requiring Government 
financial assistance in the form of guar¬ 
anteed loans or advance payments at 
substantial credit risk may ultimately be 
of greater expense to the Government 
than prime contractors with a higher 
contract price per unit. IJTR 232.4 J 

§ 842.232-5 Government-owned versus 
privately owned facilities, (a) Prior to 
to the defeat of Germany, in determining 
the priority of release between Govern¬ 
ment-owned and privately owned facili¬ 
ties. consideration will be given to reten¬ 
tion of maximum flexibility for the pro¬ 
duction of known or contingent future 
requirements. 

(b) With the defeat of Germany, pri¬ 
vately-owned plants not normally en¬ 
gaged in production of a military char¬ 
acter will be given first priority of re¬ 
lease from war production in order to 
facilitate their reconversion to civilian 
production, due consideration being given 
to the wishes of the contractors. Gov¬ 
ernment-owned plants will be kept in 
operation or reserve until their produc¬ 
tion is clearly no longer required for mili¬ 
tary needs. However, where a plant is 
located in an isolated section with no 
opportunity for displaced workers, the 
exercise of wise administrative discretion 
may prompt other action. [JTR 232.51 

§ 842.232-6 Location in critical labor 
areas . Manpower shortages in critical 
labor areas designated by the War Man¬ 
power Commission as Group I or Group 
H Areas should be relieved by terminat¬ 
ing war contracts for materials being 
produced in such areas to the greatest 
extent possible. Particular attention 
should be given to the location of the 
principal subcontractors as well as prime 
contractors. [JTR 232.61 

§ 842.232-7 Performance, (a) War 
contractors* records for meeting or an¬ 
ticipating required schedules should be 
reviewed. 

(b) Reports of technical inspectors and 
other data indicating quality of product 
should be weighed. 

(c) War contractors with a record of 
economic use of critical materials, ma¬ 
chinery and equipment and efficient 
utilization of labor should be retained 
in preference to those with a record of 
over-ordering or waste, or of labor 
hoarding, rapid labor turnover, or exces¬ 
sive absenteeism. 

(d) Where practicable, companies re¬ 
sponsible for the development and engi¬ 
neering of specialized products will be 
retained in their manufacture in prefer¬ 
ence to those companies which are 
merely licensed for their manufacture. 
[JTR 232.7] 

5 842.232-8 Pro-rata partial termina¬ 
tions. Where all other factors are in 
substantial balance, a cutback may be 
spread pro rata over all affected prime 
contracts by partial terminations. The 
possibility that the operations of some 
war contractors may be reduced below 
an economic production rate must, how¬ 
ever, be taken into account in this con¬ 
nection. I JTR 232.81 

§ 842.232-9 Security. The security 
factor should be considered, based on 
location and dispersion. [JTR 232.9] 
No. 92-3 


§ 842.232-10 Smaller war plants. In¬ 
dependent smaller concerns within the 
scope of the Smaller War Plants Act 
(Public Law 603, 77th Congress) should 
be retained to the fullest extent possible 
except where the prime contractor would 
elect termination in order to be released 
for permitted civilian production. Simi¬ 
lar preference should be accorded prime 
contractors with a large number of sub¬ 
contractors in the Smaller War Plants 
category. [JTR 232.101 

§ 842.232-11 Stage of completion. 
War contracts not yet in production or 
in earlier stages of production should be 
terminated in preference to contracts 
nearing completion, in order to avoid 
waste in scrapping work in process and 
to reduce termination claims. [JTR 
232.111 

§ 842.232-12 Sta7id-by facilities. 
Facilities retained should have existing 
or potential capacity for production of 
known and contingent future require¬ 
ments. Safeguarding of future require¬ 
ments normally will require mainte¬ 
nance in operation of more than one 
source of supply for any important non¬ 
stock item. [JTR 232.121 

§ 842.232-13 Transportation. The 
burden on transportation facilities 
should be minimized by retention of war 
contractors accessible to raw materials, 
purchased components and destination, 
in preference to contractors requiring 
cross-hauls or long distance deliveries. 
[JTR 232.131 

§ 842.232-14 Type of contract. Fixed- 
price prime contracts should be retained 
in preference to cost-plus-a-fixed-fee 
prime contracts, other factors being 
equal, where both types of prime con¬ 
tracts are outstanding under a procure¬ 
ment schedule. [JTR 232.141 

§ 842.233 Approval of large cutbacks 
by the War Production Board; notifica¬ 
tion of smaller cutbacks. [JTR 233] 

§ 842 233-1 General, (a) Pursuant to 
instructions of the Director, Office of 
War Mobilization and Reconversion, the 
Production Executive Committee of the 
War Production Board has adopted uni¬ 
form policies to govern termination of 
contracts in order to give reasonable 
notice to management and labor of >uch 
terminations. The contracting agencies 
are required to obtain approval of their 
proposed large cutbacks and termina¬ 
tions, excluding subsistence and other 
specifically exempted programs, from 
the Production Executive Committee and 
not to make them effective until such ap¬ 
proval is obtained. To insure complete 
coordination in the field of cutbacks 
or other production adjustments, the 
Production Executive Committee has es¬ 
tablished under its direction the Produc¬ 
tion Readjustment Committee on which 
the armed services and numerous other 
government agencies are represented. 
The Production Executive Committee 
has further established (1) uniform pro¬ 
cedures and report forms to be used by 
the contracting agencies and (2) an ad¬ 
ministrative group operating under the 
Production Readjustment Committee, 
known as the Current Production Ad¬ 
justments Division. The Director of this 
Division rules on distribution of cut¬ 


backs. subject to appeal in accordance 
with § 842.233-4 <c). 

(b) Cutbacks planned for adjusting 
War Department contracts to Period I 
programs will be cleared" with the War 
Production Board in accordance with 
the special procedures set forth in 
§§ 842.237 and 842.238. in lieu of those 
prescribed by §§ 842.231-2, 842.231-3, 
842.233. 842.234 and 842.235. 

(c) The procedures and forms de¬ 
scribed in the following sections ap¬ 
ply except where the Production Execu¬ 
tive Committee of the War Production 
Board authorizes deviations or alterna¬ 
tive procedures for special cases or 
classes of cases. The forms used for 
clearing and reporting cutbacks are 
designated as PEC Forms A. B. C, and D. 
and will be used in accordance with 
§§ 842.233-3. 842.233-4, 842.233-5, and 
842.233-6. [JTR233.il 

§ 842.233-2 Definition of cutbacks. 
For the purpose of these reports a ‘'cut¬ 
back” means a revision of delivery sched¬ 
ules under contract that (a) eliminates 
all or part of the items to be delivered 
under one or more prime contracts, or 
(b) reduces the rate of deliveries 
scheduled for any period; it does 
not include changes in items to be de¬ 
livered, resulting from changes in plans 
and specifications. Items, parts, or ma¬ 
terials that are alike in their principal 
specifications or that are usually pro¬ 
cured together or grouped in one pro¬ 
curement program are regarded as one 
item or material for the purposes of the 
reports. Orders to Government-owned 
plants shall be treated as prime con¬ 
tracts for the purpose of the foregoing 
definition and for making reports. IJTR 
233.21 

§ 842.233-3 PEC Form A, preliminary 
advice of current cutbacks, (a) PEC 
Form A will be filed for a proposed cut¬ 
back which will involve a reduction of 
more than $500,000 in the total value of 
items to be delivered under all prime con¬ 
tracts for the same procurement item in 
the current month or any one of the suc¬ 
ceeding 11 months. 

(b) In determining whether cutbacks 
require submission of PEC Form A, only 
the amounts actually under contract (as 
distinguished from scheduled procure¬ 
ment not yet placed under contract) will 
be considered; the value of items of Gov¬ 
ernment-furnished equipment will be 
excluded from such consideration; and 
in cases where programmed items are 
assembled from separately procured 
components, the determination will be 
confined to consideration of all prime 
contracts for each separately procured 
component. 

(c) The form shall be submitted as 
soon as a cutback has been determined 
upon or has advanced to a stage where 
it is sufficiently firm and definite with 
respect to quantities to be considered by 
the Current Production Adjustments Di¬ 
vision. The form is a preliminary advice 
and is not to be delayed pending deter¬ 
mination of the revised schedules or se¬ 
lection of the particular prime contracts 
to be terminated. IJTR 233.31 

§ 842.233-4 PEC Form B, detailed ad¬ 
vice of current cutbacks, (a) PEC Form 
B will be filed showing data for each 
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plant currently producing an item for 
which a report of a cutback is made on 
PEC Form A, whether or not the particu¬ 
lar plant is affected by the cutback, ex¬ 
cept that in cutbacks in ammunition 
component programs, the procedure pre¬ 
scribed in § 842.233-7 is followed in lieu 
of filing PEC Form B. PEC Form B is a 
detailed advice of a cutback upon the 
basis of which approval of the War Pro¬ 
duction Board is obtained. 

(b) The form shall be submitted as 
soon as possible after proposed contract 
terminations or proposed revisions of in¬ 
dividual contract delivery schedules have 
been determined upon, and shall be ac¬ 
companied by a statement of the factors 
supporting the proposed distribution of 
the cutback among the plants producing 
the item. Pending receipt of a ruling 
from the War Production Board on PEC 
Form D, no formal notice of termination, 
notice to suspend work or change order 
shall be sent to any prime contractor. 

(c) Any ruling of the Current Pro¬ 

duction Adjustments Division may be ap¬ 
pealed to the Production Readjustment 
Committee, and any ruling of the latter 
may be appealed to the Production 
Executive Committee, as provided in 
§§ 842.234-1 (a), 842.234-2 (b) and 

842.234-3 (b). In any case where, be¬ 
cause of unusual circumstances in the 
opinion of the service or bureau, action 
at variance with a ruling of the War 
Production Board must be taken, justi¬ 
fication therefor by the service or bureau 
concerned will be presented (through 
the channels and in the manner estab¬ 
lished in § 842.235) to the Chairman of 
the Production Readjustment Committee 
within ten days after such action. 

(d) Where the cutback involves no 
selection of facilities, such as complete 
terminations or reductions in produc¬ 
tion of any item produced by a single 
facility, the service or bureau may re¬ 
quest (through channels) that the filing 
of PEC Form B be waived. In such in¬ 
stances, an estimate of labor to be re¬ 
leased by the cutback, and the name and 
location of the district or other local of¬ 
ficer responsible for notifying the facility 
affected, will be entered on PEC Form A 

, in order that the Current Production 
Adjustments Division, in granting such 
a waiver, may be informed of the effect 
of the cutback and arrange for coordina¬ 
tion with the district or other local of¬ 
ficer prior to initiating its discussions 
with the facility. If the Current Pro¬ 
duction Adjustments Division agrees to 
the waiver of PEC Form B in such in¬ 
stances, a formal notice of termination, 
notice to suspend work, or change order 
to the facility will be deferred until the 
district or other local officer has con¬ 
tacted the local representative of the 
War Production Board, or until the serv¬ 
ice or bureau is advised that such 
prior coordination is unnecessary. 
fJTR 233.4] 

§ 842.233-5 PEC Form C, notification 
of termination or revision of contract de¬ 
livery schedules, (a).A report on PEC 
Form C shall be filed for each contract 
termination or change in delivery sched¬ 
ule under any one outstanding prime 
contract which reduces the total value 


of items to be delivered in the current 
month or any one of the succeeding 11 
months by over $100,000. 

(b) Where the proposed termination 
or change in delivery schedule is not made 
pursuant to a recommendation or clear¬ 
ance on PEC Form D, the report on PEC 
Form C must be received by: 

(1) The Current Production Adjust¬ 
ments Division, in the case of Washing¬ 
ton action by a service or bureau: or 

(2) The regional or district office of the 
War Production Board, in the case of 
field action by a service or bureau 

at least 48 hours (exclusive of Sundays) 
before a formal notice of termination, or¬ 
der to suspend work, or change order is 
sent to the prime contractor. In order 
to comply with this requirement, ade¬ 
quate time, in addition to the 48 hours, 
must be allowed for transmittal. No 
approval or other action on the report is 
required before the termination notice, 
order to suspend work or change order 
is sent. 

(c) Where the proposed termination or 
change in delivery schedule is made pur¬ 
suant to a clearance or recommendation 
on PEC Form D, notice to the prime con¬ 
tractor may be sent forthwith after re¬ 
ceipt of PEC Form D, and the notifica¬ 
tion on PEC Form C may be filed 
promptly thereafter. [JTR 233.51 

§ 842.233-6 PEC Form D, rulings as to 
cutbacks by War Production Board . 
PEC Form D will be used by the War Pro¬ 
duction Board for its rulings with respect 
to proposed cutbacks submitted for ap¬ 
proval on PEC Form B, or PEC Form A 
when filing on PEC Form B has been 
waived. After receipt of PEC Form D 
by the service or bureau, formal notice 
to the war contractor of termination, or¬ 
der to suspend work, or change order may 
be sent forthwith, subject to the provi¬ 
sions of § 842.235. [JTR 233.61 

§ 842.233-7 Clearance of cutbacks of 
ammunition components, (a) A report 
on PEC Form B will not be submitted in 
connection with cutbacks involving am¬ 
munition component programs. The dis¬ 
tribution of cutbacks will be determined 
at meetings attended by all interested 
contractors, representatives of the serv¬ 
ice or bureau, and a representative of the 
Current Production Adjustments Divi¬ 
sion authorized to act for such Division 
on all matters before the meetings and to 
approve verbally the action decided on at 
the meeting. 

(b) Such meetings will not be called 
earlier than three days after submission 
of PEC Form A. Maximum advance no¬ 
tice of the time and place of the meeting 
will be given to the Current Production 
Adjustments Division by the member 
thereof representing the service or bu¬ 
reau concerned. Verbal approval of the 
action of the meeting by the Current 
Production Adjustments Division repre¬ 
sentative will have the effect of the issu¬ 
ance of a PEC Form D (§ 842.233-6) 
which will be issued later in confirmation 
of such verbal approval. PEC Form C 
will be submitted in accordance with 
§ 842.233-5. [JTR 233.71 

§ 842.234 Procedures for filing PEC 
Forms. [JTR 234] 


§ 842.234-1 Army Service Forces. 
(a) All liaison with the War Production 
Board in connection with the filing of 
PEC Forms A and B, the prosecution of 
appeals from rulings on cutbacks, and 
the receipt from the War Production 
Board of PEC Form D will ordinarily- 
be handled by Headquarters. ASF (Di¬ 
rector, Production Division). PEC 
Form C will be prepared by the re¬ 
sponsible service and forwarded directly 
to the prescribed list of recipients. In 
special cases, such as the meetings on 
cutbacks of ammunition components 
(§ 842.233-7), direct liaison between the 
Current Production Adjustments Divi¬ 
sion and the service concerned may be 
authorized. 

(b) Where a report on PEC Form A 
becomes necessary because of a change 
in Programmed Procurement for items 
which appear in specific quantities in 
Monthly Progress Report-section 22- 
G—Procurement Program—Ground, or 
Monthly Progress Report—section 22- 
A—Procurement Program—Air (Sum¬ 
mary of Army Supply Program—Air, 
Part C) which constitute “contract 
items 0 (items procured in the form listed 
in the foregoing Procurement Programs 
as distinguished from items assembled 
from separately procured components), 
PEC Form A will be prepared and sub¬ 
mitted by Headquarters, ASF (Director, 
Production Division). 

(c) Where a report on PEC Form A 
becomes necessary because of a cutback 
of an item (or items) which appears in 
specific quantities in the Monthly Prog¬ 
ress Report—section 22-G—Procure¬ 
ment Program—Ground, or Monthly 
Progress Report—section 22-A—Pro¬ 
curement Program—Air (Summary of 
Army Supply Program—Air, Part C), 
but represents an assembly of compo¬ 
nents which constitute the items of pro¬ 
curement, a report will be prepared by 
the service which let the contract for the 
components affected. PEC Form A will 
also be prepared by the responsible serv¬ 
ice where a report on that form is nec¬ 
essary because of a cutback in an-item 
which is included in a dollar value cate¬ 
gory of secondary Items in Monthly 
Progress Report 22-G or because of a 
cutback in material schedules or non- 
programmed procurement. A case num¬ 
ber will be assigned by Headquarters. 
ASF, (Director. Production Division) and 
the space provided for it will be left 
blank on the forms filled in by the serv¬ 
ice. 

(d) The responsible service will pre¬ 
pare PEC Forms B and C in all cases. In 
cases where PEC Form A is prepared by 
Headquarters, ASF, the service will be 
requested verbally to prepare PEC Form 
B. A copy of the PEC Form A filed in 
the case will be transmitted to the serv¬ 
ice in confirmation of sdeh verbal re¬ 
quest. 

(e) PEC Forms A and B originating 
with the services shall be forwarded in 
quadruplicate to Headquarters, ASF (Di¬ 
rector, Production Division), which will 
transmit them to the War Production 
Board. PEC Form B shall be accom¬ 
panied by a statement of the factors 
considered in accordance with § 842.232. 
In the case of reports submitted on PEC 
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Form B. Headquarters, ASF, will prompt¬ 
ly notify the service of approval of the 
proposed distribution of the cutback or 
of any War Production Board recom¬ 
mendation for an alternative course of 
action, upon receipt of PEC Form D. 

(f) In addition to the reports sub¬ 
mitted to Headquarters, ASF. the serv¬ 
ices will distribute copies of PEC Form C 
directly to headquarters offices and to 
appropriate district, state or regional of¬ 
fices of the War Production Board, the 
War Manpower Commission and the 
Smaller War Plants Corporation in 
whose territory the plant to be cut back 
is located. (JTR 234,11 

§ 842.234-2 Army Air Forces, (a) 
Unless the Chief. Resources Division 
AC/AS, M & S, prescribes otherwise 
in special cases, PEC Forms A and B 
shall be executed by the Air Technical 
Service Command and transmitted to 
the Resources Division, AC AS, M & S, in 
quadruplicate. PEC Form C shall be pre¬ 
pared by the Air Technical Service Com¬ 
mand and communicated by teletype to 
the Resources Division. AC AS, M & 3. 

(b) All contacts with the War Pro¬ 
duction Board (including the prosecu¬ 
tion of all appeals from rulings) shall be 
handled by the Office of the Chief, Re¬ 
sources Division. AC/AS, M & S. which 
will be responsible for transmitting re¬ 
quired PEC forms to the War Production 
Board and which will promptly notify 
the Air Technical Service Command of 
the approval of Form D by the War Pro¬ 
duction Board. Case numbers shall be 
assigned by the Air Technical Service 
Command. I JTR 234.21 

§ 842.234-3 Navy, (a) The bureau 
concerned will prepare PEC Forms A. B 
and C in all cases. Where one bureau 
purchases for another the reports shall 
be prepared by the bureau responsible 
for the decision as to the particular 
prime contracts to be terminated or con¬ 
tract delivery schedules to be revised. 
Required reports on PEC Form A shall 
be prepared immediately upon receipt by 
a bureau of notice of a decision by the 
Chief of Naval Operations that a pro¬ 
curement program shall be cut back or 
upon the making of such a decision 
within the bureau. Case numbers will 
be assigned by the bureau. 

(b) All PEC forms shall be forwarded 
in triplicate to the Industrial Readjust¬ 
ment Branch, OP&M, which will trans¬ 
mit them to the War Production Board 
and handle all contacts (including the 
prosecution of all appeals from rulings) 
with the Current Production Adjust¬ 
ments Division and its related commit¬ 
tees. In the case of reports submitted 
on PEC Form A or B, the Industrial 
Readjustment Branch will promptly 
notify the bureau of approval of the 
proposed distribution of the cutback or 
of any War Production Board directive 
for an alternative course of action, upon 
receipt of PEC Form D. 

(c> In order that Navy material in¬ 
spectors may be informed of contem¬ 
plated terminations and changes in de¬ 
livery schedules which w r ould affect con¬ 
tractors under their cognizance, the 
bureau concerned will advise the in¬ 
spectors by telephone or TWX at the 
time PEC Forms A, B and C are trans¬ 


mitted to OP&M. The inspectors should 
not, until authorized to do so, disclose 
to any contractor the fact that the ter¬ 
mination of his contract is under con¬ 
sideration, and should not disclose any 
proposed termination to anyone other 
than representatives of the Naval estab¬ 
lishment concerned or of other inter¬ 
ested Government agencies, such as the 
War Production Board and the War 
Manpower Commission. I JTR 234.31 

§ 842.234-4 Joint procurement . 
Where the War Department procures for 
the Navy Department, or vice versa, or 
another agency procures for either of 
them, reports on PEC Forms A. B and C, 
where required, will be filed by the con¬ 
tracting service or bureau, or other 
agency. In such cases, the service or 
bureau which originates advice of a cut¬ 
back in its requirements shall instruct 
the contracting service, bureau or other 
agency to file any necessary PEC forms. 
[JTR 234.41 

§ 842.235 Cutback procedures ; ex¬ 
planations to war contractors and ivork- 
ers; the War Production Board “seven- 
day” rule. (a) When employment will 
probably be substantially reduced as a 
result of a termination or reduction in 
delivery schedules under a cutback, the 
service or bureau concerned shall ar¬ 
range to inform the prime contractor 
and his employees as far in advance as 
possible. Particular care should be 
taken to include in the letter or other 
notification as detailed a statement of 
the reasons for the cutback as appears 
advisable. The service or bureau con¬ 
cerned should also urge the prime con¬ 
tractor to include a statement of the 
reasons for the cutback in a notification 
to the workers and their union represen¬ 
tative, and to request his subcontractors 
to take similar action. The prime con¬ 
tractor and subcontractors should like¬ 
wise be urged to cooperate with the War 
Manpower Commission by making 
known their new net labor requirements 
and allowing United States Employment 
Service representatives to conduct job 
interviews at their plants if sufficiently 
large numbers of workers are to be dis¬ 
placed. 

(b) In effecting terminations of con¬ 
tracts or reductions in delivery schedules, 
services or bureaus will arrange to give 
seven days* notice thereof before de¬ 
liveries of the items contracted for must 
be curtailed whenever a proposed termi¬ 
nation or reduction in delivery schedules 
will result in a substantial release of 
workers from a plant and will involve a 
cutback of over $100,000 per month in 
the current month or any one of the suc¬ 
ceeding 11 months in one establishment. 
This requirement of notice is subject 
to the provisions of 1842.241-3, which 
will be strictly complied with. In any 
case where compliance with § 842.241-3 
or other conditions make it impossible 
to give such notice, authorization to take 
immediate action will be obtained from 
the War Production Board, or action will 
be taken and a justification will be pre¬ 
sented to the Chairman of the Produc¬ 
tion Readjustment Committee before, or 
within 10 days after, the actual curtail¬ 
ment in deliveries. 


(c> The requirement set out in para¬ 
graph <b) above relates only to the de¬ 
livery of items contracted for under 
prime contracts and does not apply (1) 
to curtailments of deliveries of com¬ 
ponent parts, subassemblies, and the like, 
in excess of the number necessary to 
complete the reduced quantities of prime 
contract items, or (2) to deliveries by 
subcontractors. In no case will the Gov¬ 
ernment be responsible for continued 
production of such component parts, 
subassemblies and the like, or for de¬ 
liveries by subcontractors, beyond the 
reduced requirements of the prime con¬ 
tract. However, every effort will be made 
to give notice of termination or reduc¬ 
tion in delivery schedules of the prime 
contract sufficiently far in advance to 
permit seven days' notice to be given 
before curtailment of deliveries of com¬ 
ponent parts, subassemblies, and the 
like, or of deliveries by subcontractors. 

<d) In the case of the Army Service 
Forces, all requests for authority to waive 
the seven days' notice of termination, 
required under paragraph (b) above, will 
be prepared by the service concerned and 
transmitted to Headquarters, ASF (Di¬ 
rector, Production Division) for approval 
and submission to the War Production 
Board: and termination action will not 
be instituted by the service except upon 
advice from Headquarters, ASF (Direc¬ 
tor, Production Division) of the ap¬ 
proval of the War Production Board. 
Similarly, in any case where the chief 
of the service deems immediate termina¬ 
tion action necessary, prior approval of 
the contemplated action will be obtained 
from Headquarters, ASF (Director, Pro¬ 
duction Division) which will, pursuant 
to paragraph fb) above, submit to the 
War Production Board a statement of 
justification based on information fur¬ 
nished by the service. 

(e) In the Army Air Forces, all requests 
for authority to waive the seven days' 
notice of termination, required under 
paragraph (b) above, will be prepared 
by the Air Technical Service Command 
and transmitted to the Office of the Chief. 
Resources Division, AC/AS. M&S, for 
approval and submission to the War 
Production Board, and termination ac¬ 
tion will not be instituted by the Air 
Technical Service Command, except 
upon advice from such office. Similarly, 
in any case where the Air Technical 
Service Command deems immediate ter¬ 
mination action necessary, prior ap¬ 
proval of the contemplated action will 
ba obtained from the Office of the Chief, 
Resources Division, AC/AS. M&S, which 
will, pursuant to paragraph (b) above, 
submit to the War Production Board 
a statement of justification based upon 
information furnished by the Air Tech¬ 
nical Service Command. 

(f) In the Navy Department, all re¬ 
quests for authority to waive the seven 
days’ notice of termination will be pre¬ 
pared by the bureaus concerned and 
transmitted to the Industrial Readjust¬ 
ment Branch, OP&M, for approval and 
submission to the War Production 
Board: and termination action will not 
be instituted by the bureau until in¬ 
formed by the Industrial Readjustment 
Branch. OP&M, of the approval of the 
War Production Board. Similarly, in 







5188 


FEDERAL REGISTER, Wednesday , May 9 , 7Stf5 


any case where the chief of the bureau 
deems immediate termination action 
necessary, prior approval of the con¬ 
templated action will be obtained from 
the Industrial Readjustment Branch, 
OP&M, which will, pursuant to para¬ 
graph <b) above, submit to the War 
Production Board a statement of justi¬ 
fication prepared by the bureau. 

(g) In cases where arrangements for 
special notification of termination ap¬ 
pear necessary because of the size of the 
labor layoff, and in every case where 
“major case” procedure is ordered by 
the Current Production Adjustments 
Division, notice of the cutback will not 
he given to the contractor (subject, how¬ 
ever, to the provisions of § 842.243-1) 
until after a representative of the service 
or bureau has consulted with the appro¬ 
priate field representative of the War 
Production Board to discuss the probable 
effect of the cutback and proposed suit¬ 
able action. [JTR 235] 

§ 842.236 Official press statements. 

f TTR 2361 

§ 842.236-1 PEC statements. The 
Production Executive Committee of the 
War Production Board has established 
an Information Subcommittee which 
includes representatives of the War and 
Navy Departments. This subcommittee 
prepares a Production Adjustment 
Statement for release to press and radio 
regarding cutbacks reported on PEC 
Form B and individual terminations re¬ 
ported on PEC Form C whenever it con¬ 
siders this advisable. The service or 
bureau concerned shall assist the War 
or Navy Department representative by 
supplying him with the information 
necessary to enable the subcommittee to 
prepare the Pro duction Adjustment 
Statement. [JTR 236.1] 

§ 842.236-2 War Department field re¬ 
lease of PEC statement. . The Production 
Adjustment Statement will accompany 
the official termination notice to the ap¬ 
propriate War Department field office to 
be released by the field public relations 
officer, only after the plant has been offi¬ 
cially notified and in turn has notified its 
employees. The field public relations 
officer is authorized to confer with plant 
managements. War Manpower Commis¬ 
sion and War Production Board field of¬ 
ficials and to make additions to the State¬ 
ment to conform to local conditions, such 
as amount of labor to be released and to 
be hired elsewhere in the area, and then 
to issue the statement to local press and 
radio. [JTR 236.2] 

§ 842.236-3 Navy Department field re¬ 
lease of PEC statement. The Statement 
will be forwarded to the Navy material 
inspector cognizant of the plant involved 
and to the appropriate public relations 
officer. Such personnel in the field will 
make such changes as may be needed to 
conform to local circumstances, clear the 
changes with the Public Relations Office 
in Washington, and after the affected 
plants have been notified, and in turn no¬ 
tified their employees, issue the state¬ 
ment locally. [JTR 236.3] 

§ 842.236-4 War Department local 
press statements. (a) Where a revision 
is handled locally and reported on PEC 
Form C by the local field office, and where 


no PEC Form B report has been made, 
the PEC does not have sufficient time 
upon receipt of the Form C to prepare 
and transmit a statement. In such cases, 
and in cases where the revision is not 
reported to PEC on any form, the public 
relations officer is authorized to prepare 
and issue the necessary Production Ad¬ 
justment Statement locally on his own 
initiative if the amount of labor to be 
released warrants such action. 

(b) Commanding officers of procure¬ 
ment districts and service command in¬ 
stallations should release in their com¬ 
munities information on contract settle¬ 
ment and property disposal operations of 
their organizations. The public should 
generally be advised of the reasons for 
terminations as well as the policies and 
procedures established for expeditious 
settlement of the resulting claims and 
the disposal of the related property. Any 
information released locally must, how¬ 
ever, conform to the policies of higher 
authority. Emphasis will be laid on the 
necessity for continued production under 
currently outstanding contracts and the 
part contributed to this end by rapid 
settlement of terminated contracts. 

(c) Personnel responsible for release 
of this information will have access to 
the records of settlements and will be ad¬ 
vised of all pertinent operations within 
the local organization. In individual 
cases, public releases will be made only 
after notification of the prime contrac¬ 
tor and the appropriate notification of 
his employees and subcontractors. 

(d) Releases dealing with. proposed 
policies of contract settlement and prop¬ 
erty disposal which have not become law, 
or which have not been incorporated in 
appropriate regulations, must have prior 
approval of the Readjustment Division, 
ASF. Other releases do not require such 
approval. [JTR 236.4] 

§ 842.236-5 Navy Department state¬ 
ments in absence of PEC statements. 
When, in the opinion of the chief of the 
bureau concerned, any case not required 
to be reported on PEC Form B or C is of 
sufficient public interest, the office of the 
chief of the bureau will prepare an offi¬ 
cial statement to serve as the basis for 
a press release announcing the cutback 
and the reasons for it. This statement 
should include the name and location of 
the plant or facility affected, the effective 
date of the cutback, the end item or items 
affected, and the probable effect on fu¬ 
ture employment. After appropriate 
clearance for public release, such state¬ 
ment will be furnished to the cognizant 
Navy material inspector for release in 
the affected locality. [JTR 236.5] 

§ 842.237 Period I procedures in the 
War Department ; general plan, (a) 
This section outlines the procedures to 
be followed after the defeat of Germany 
and before the defeat of Japan. This 
period is herein referred to as “Period 
I”. 

(b) The War Department from time 
to time furnishes to the War Production 
Board for information and review facil¬ 
ities plans which show presently planned 
cutbacks by specific facilities to take 
effect during Period I. These plans are 
kept current by appropriate revisions. 
Upon official notice that the cutbacks 


planned for adjustment to Period I are 
to be put into effect, such cutbacks will 
be made in accordance with the rulings 
on such plans by the Period I Adjust¬ 
ments Group of the War Production 
Board or in accordance with adjustments 
thereof which (1) are based on estab¬ 
lished policies and (2) to the extent 
practicable in the light of conditions 
then obtaining, are consistent with such 
plans and rulings; Provided , That, in ac¬ 
cordance with §§ 842.234-1 and 842.234-2, 
any ruling by such Group may be ap¬ 
pealed to the Production Readjustments 
Committee and any ruling of the latter 
may be appealed to the Production 
Executive Committee. 

(c) In selecting facilities to be cut 
back in Period I where no ruling has been 
made by the War Production Board or 
where no plan has been submitted to it 
in advance, the War Department will be 
governed by established policies, includ¬ 
ing the factors and considerations out¬ 
lined in §§ 842.232 and 842.241. 

(d) During Period I. PEC Forms A and 
B need not be prepared or submitted. An 
adequate record of information similar 
to that contained on PEC Form C will be 
prepared as provided in § 842.233-5 (a), 
and will be made available, upon request, 
to the War Production Board. 

(e) If the plans of the War Depart¬ 
ment appear to indicate a small volume 
of necessary cutbacks at the outset of 
Period I, the Production Executive Com¬ 
mittee may revoke the Period I proce¬ 
dures set forth in this section and 
reinstate the procedures for current 
cutbacks set forth in this subpart. 

(f) The War Department will take ap¬ 
propriate steps to insure compliance with 
those provisions of paragraphs (s) 
through (x) of Directive No. 40 of the 
War Production Board, relating to con¬ 
sultation as to the effect of proposed cut¬ 
backs. I JTR 237] 

§ 842.238 Period 1 procedures in the 
War Department ; action by the services. 
I JTR 2381 

§ 842.238-1 Army Service Forces. 
Upon official notice from Headquarters. 
ASF (Director, Production Division) of 
activation of the Period I program, the 
services will effect cutbacks in the follow¬ 
ing manner: 

(a) Where the service has been in¬ 
formed of the rulings of the War Produc¬ 
tion Board on facilities plans previously 
submitted to Headquarters, ASF (Direc¬ 
tor, Production Division), cutbacks will 
be effected in accordance with such plans 
and rulings or adjustments thereof in 
accordance with § 842.237 <b). 

(b) Where the service has submitted 
facilities plans to Headquarters, ASF 
(Director, Production Division), and has 
not received notice of the War Produc¬ 
tion Board's rulings on such plans, cut¬ 
backs will be effected either in accord¬ 
ance with the plans submitted or ad¬ 
justments thereof in accordance with 
§ 842.237 (b). 

(c) Where the sendee has not sub¬ 
mitted facilities plans to Headquarters, 
ASF (Director, Production Division), 
cutbacks will be effected in accordance 
with facilities plans based on established 
policies, and will be implemented with¬ 
out prior approval of either Head- 
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quarters, ASP, or the War Production 
Board. Such facilities plans will there¬ 
after be promptly submitted to Head¬ 
quarters, ASP (Director. Production 
Division) for presentation to the War 
Production Board. 

(d) The information required' to be 
prepared pursuant to § 842.237 (d) will 
be prepared on PEC Form C. [JTR 

238.1] 

§ 842.23S-2 Army Air Forces. Upon 
official notice from Headquarters. AAP 
(Chief, Resources Division, AC/AS, 
M&S), of activation of Period I proce¬ 
dures, the Air Technical Service Com¬ 
mand will effect cutbacks in the follow¬ 
ing manner: 

(a) Where the Air Technical Service 
Command has been informed of the 
rulings of the War Production Board on 
facilities plans previously submitted to 
Headquarters, AAP (Chief, Resources 
Division, AC/AS, M&S), cutbacks will be 
effected in accordance with such plans 
and rulings or adjustments thereof in 
accordance with § 842.237 (b). 

(b) Where the Air Technical Service 
Command has submitted facilities plans 
to Headquarters, AAF (Chief, Resources 
Division. AC/AS. M&S), and has not re¬ 
ceived notice of the War Production 
Board’s rulings on such plans, cutbacks 
will be effected either in accordance with 
the plans submitted, or adjustments 
thereof in accordance with § 842.237 (b). 

(c) Where the Air Technical Service 
Command has not submitted facilities 
plans to Headquarters, AAP (Chief, Re¬ 
sources Division, AC/AS, M&S), cutbacks 
will be effected in accordance with facili¬ 
ties plans based on established policies, 
and will te implemented without prior 
approval of either Headquarters, AAF. or 
the War Production Board. Such facili¬ 
ties plans will thereafter be promptly 
submitted to Headquarters, AAP (Chief, 
Resources Division, AC/AS, M&S), for 
presentation to the War Production 
Board. LJ'I'R 238.2] 

BUBPART D—PREPARATION AND DELIVERY OF 
TERMINATION NOTICE 

§ 842.240 Scope This subpart deals 
with the planning of an individual ter- 
minatiQn and with preparing and deliv¬ 
ering the termination notice. The pre¬ 
ceding subpart prescribed the procedures 
to be followed in deciding on and clearing 
the termination. [JTR 240] 

§ 842.241 Determining the time for 
termination. [JTR 241] 

§ 842.241-1 Planning of termination. 
Careful planning before exercising the 
Government's right to terminate any type 
of prime contract will greatly simplify 
the termination settlement, will avoid 
confusion and expense to war contractors 
and the Government and will tend to ex¬ 
pedite settlement. This preliminary 
study should make certain that the no¬ 
tice of termination orders discontinuance 
or changes in the future performance by 
the contractor in accordance with the 
best interests of the Government. [JTR 

241.1] 

§ 842.241-2 Need for components. Be¬ 
fore terminating a prime contract, the 


chief of the service or bureau should con¬ 
sider whether any subassemblies or com¬ 
ponents of the end product covered by 
the prime contract are within the re¬ 
quirements of the procurement program 
for maintenance or spare parts for com¬ 
pleted units, and should permit comple¬ 
tion of such items or parts to cover rea¬ 
sonable prospective needs. Such needs 
should also be considered in determining 
how to dispose of work in process or parts 
on hand. [JTR 241.2] 

§ 842.241-3 Discontinuance of produc¬ 
tion . (a) Production should not be con¬ 
tinued for items or quantities beyond 
military needs, and processing of such 
items will be stopped immediately, re¬ 
gardless of their state of completion, ex¬ 
cept that additional processing, includ¬ 
ing the introduction of new material, 
may be permitted to the stage deemed by 
the contracting officer to be necessary 
for reasons of safety, or to clear or avoid 
damage to production equipment, or to 
avoid immediate complete spoilage of 
work in process having a definite com¬ 
mercial value. To the greatest extent 
practicable, contracting officers should 
agree with contractors in advance of ter¬ 
mination upon the points or stages at 
which work under the terminated war 
contract is to be stopped in order to com¬ 
ply with the policy stated above. Other¬ 
wise the termination notiqp should 
specify such points or stages. 

(b) Any agreement made in advance 
of termination which provides for reten¬ 
tion of work in process by the contractor 
shall provide for halting production for 
the purpose of checking inventories at 
the stage at which production would 
otherwise have been stopped under para¬ 
graph (a), except where inventories may 
be so checked without halting production. 

(c) In exceptional cases, the contract¬ 
ing officer may authorize continued proc¬ 
essing to a stage necessary to get a usable 
end product or component where the 
available data or actual commitments of 
responsible persons make it apparent 
that an undue loss to the Government on 
the production to date will be prevented 
thereby, Provided, That: 

(1) The contracting officer, after dili¬ 
gent effort ,pas been unable to agree with 
the contractor in advance of termination 
for the retention of work in process at 
a reasonable figure which, in the opinion 
of the contracting officer from available 
data, is greater than the net proceeds 
that could reasonably be expected to be 
obtained if the work in process were of¬ 
fered for general sale and would result 
in a saving in the amount which would 
otherwise have been payable by the Gov¬ 
ernment as fair compensation for the 
termination of the contract; 

(2) The contracting officer considers 
on the basis of available data that the 
realizable value of work in process, if 
work on it were stopped immediately, plus 
the cost of additional processing would 
be less than the value* of the end product 
or component; and 

(3) The continuation of production in 
the specific instance has been approved 
by the Readjustment Division, ASP, for 
the War Department, or by the chief of 
the bureau in the Navy Department. 


Under no circumstances will processing 
be continued for the purpose of complet¬ 
ing surplus items on a speculative basis. 

(d) Where any end product is desired 
by any other responsible government 
agency for any use, or by any responsible 
civilian agency for use in civil relief for 
liberated and occupied countries, the 
work in process should be completed to 
the extent desired by such agencies 
whenever they have arranged in advance 
to take over specific contracts at the 
contract price. 

(e) The policies and procedures out¬ 
lined in this section are based upon, and 
reflect, regulations dated October 24. 
1944, issued by the Director, Office of 
War Mobilization and Reconversion, en¬ 
titled “Termination of War Contracts— 
Processing of Uncompleted Items; Re¬ 
tention of Work-in-Process by Contrac¬ 
tor; Taking Over of Contracts by Other 
Agencies or Governments”. [JTR 241.3 ] 

§ 842.241-4 Obtaining data from local 
representatives. In some cases the ef¬ 
fect of a proposed termination cannot be 
fully analyzed in the office of the chief 
of the service or bureau concerned. Lo¬ 
cal procuring offices, material inspectors, 
plant agents, expediters and others who 
have been concerned in the plants of the 
prime contractor and subcontractors 
with the administration of the war con¬ 
tracts to be terminated will ordinarily 
possess first hand information as to the 
status of production, production meth¬ 
ods and other details about such con¬ 
tracts. In deciding on the point of ter¬ 
mination, the contracting officer should 
obtain the necessary information from 
these readily available sources, and from 
the pretermination conference described 
in § 842.242. Where representatives in 
the field consider a proposed termination 
unwise, they should not hesitate to ask 
its reconsideration. [JTR 241.41 

§ 842.242 Conference with prime con¬ 
tractor before termination. [JTR 242] 

§ 842.242-1 When to be held, (a) 
Unless the proposed termination does 
not involve factors of any complexity, 
or special circumstances make it imprac¬ 
tical, the contracting officer should hold 
a conference with the prime contractor 
before termination. Where practicable, 
such a conference should usually be held 
before a report is filed on PEC Form B 
or C pursuant to §§ 842.233 and 842.234. 
This conference will supplement any 
previous advance planning discussions 
with the contractor under § 842.222. 

(b) In the more important cases it 
may be advisable to confer with all inter¬ 
ested prime contractors and principal 
subcontractors, so that each may con¬ 
tribute all pertinent information in his 
possession as a basis for decision as to 
terminating or adjusting delivery sched¬ 
ules of particular contracts. 

<c) This conference should be consid¬ 
ered as the start in the process of ne¬ 
gotiating a speedy settlement. Fre¬ 
quently, it will eliminate problems which 
might otherwise delay or complicate the 
final settlement. [JTR 242.1] 

§ 842.242-2 Subjects for discussion. 
In such a conference, if held, such of the 
following points should be discussed as 
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may be appropriate under the circum¬ 
stances: 

(a) The reasons which make a ter¬ 
mination necessary; 

(b) Appropriate effective date of ter¬ 
mination; 

(c) Work in process which may ad¬ 
vantageously be completed; 

(d) Status of performance of prime 
contract and subcontracts, with a view 
to determining which, if any, subcon¬ 
tracts should be retained and completed; 

(e) Problems of labor relations and 
unemployment which may result; 

(f) Financial problems of the prime 
contractor and subcontractors which 
may arise in connection with the ter¬ 
mination; 

(g) Procedures to be followed by the 
prime contractor upon the effective date 
of the termination; 

(h) A program for property disposi¬ 
tion and scrapping; 

(i) Other work which may be sub¬ 
stituted for that which is to be termi- 

(j) The matters specified in § 842.254- 
2. IJTR 242.21 

§ 842.243 Preparation of termination 
notice . f JTR 2431 

§ 842.243-1 Standard forms of notice . 

(a) The prime contractor may be notified 
to terminate by a letter notice or by 
telegraphic notice followed by a letter 
notice. 

(b) Standard forms of telegraphic 
notice are set out in § 849.941 of this 
chapter. 

(c) Standard forms of letter notice for 
fixed-price and cost-plus-a-fixed-fee 
contracts containing approved prime 
contract termination articles or other 
similar articles are set out in § 849.942 of 
this chapter. 

(d) Where the chief of the service or 
bureau determines that any portion of 
the standard form of notice is inappro¬ 
priate for any case or class of cases, he 
may omit or vary that portion. 

§ 842.243-2 Instructions for preparing 
notice. In using the standard forms pre¬ 
scribed by § 849.942 of this chapter, the 
following information should be clearly 
stated: 

(a) The effective date of termination. 
This shall not be earlier than the date the 
letter notice or preceding telegraphic 
notice is delivered to the business address 
of the prime contractor unless the con¬ 
tractor agrees to an earlier date. Where 
a temporary suspension of work is fol¬ 
lowed by a termination, the date of the 
suspension of work should ordinarily be 
designated as the effective date of ter¬ 
mination if the contractor so agrees. 

(b) The performance to be discon¬ 
tinued and, if the termination is partial, 
the portion of the contract to be con¬ 
tinued. 

(c) Any subcontracts which are not to 
be terminated. 

(d) Any special directions which can 
then be given as to the protection of 
Government property in the custody of 
the prime contractor or any subcon¬ 
tractor. 

(e) Any special directions or limita¬ 
tions, which can then be stated, with 
respect to the sale or retention of any 
termination inventory by the prime con¬ 


tractor or any subcontracto r or its trans¬ 
fer to the Government. [JTR 243.2] 

§ 842.244 Detailed instructions to 
prime contractors for delivery with no- 
tice. A standard form of instructions 
to advise the prime contractor as to the 
course of action to be followed by him 
immediately upon receipt of the termi¬ 
nation notice is set out in § 849.943. In 
every case the contracting officer should 
prepare and furnish to the prime con¬ 
tractor with the termination notice, or 
with the confirmation thereof, a copy 
of these instructions modified or sup¬ 
plemented to the extent the contracting 
officer deems necessary for the particular 
case. In the interest of uniformity of 
procedure, the language of the form 
should not be changed except for sub¬ 
stantial reasons arising in a particular 
case. With these instructions, the con¬ 
tracting officer should send to the prime 
contractor copies of the suggested forms 
of termination notices and instructions 
to subcontractors set out in § 849.944. 
t JTR 2441 

§ 842.245 Service of termination no¬ 
tice . (a) In order to enable the prime 

contractor to terminate his own work 
and that of subcontractors in an effi¬ 
cient and orderly manner, the termina¬ 
tion notice shall be given as far in ad¬ 
vance of the cessation of work there¬ 
under as is feasible and consistent with 
the national security without permitting 
unneeded production or performance. 

(b) In all cases, the termination no¬ 
tice should be served in written form, 
preferably by delivery by hand, regis¬ 
tered mail or telegram. Where the no¬ 
tice of termination is sent by telegram, 
it should be confirmed by letter. A 
signed acknowledgment of receipt of the 
notice should be obtained from the prime 
contractor w f herever possible, and when 
this is not possible, a written record of 
proof of delivery shall be made. 

(c) Copies of the notice of termina¬ 
tion shall be sent to any assignee, who 
has filed a proper notice of assignment, 
and any guarantor or surety, of the 
prime contractor with respect to the ter¬ 
minated contract, and to the appropri¬ 
ate disbursing officer, and to such other 
officers and agents of the Departments 
as to the chief of the service or bureau 
may direct. 

(d) Upon termination of Navy prime 
contracts, copies of the termination no¬ 
tice shall also be transmitted promptly 
to the cognizant Navy material inspec¬ 
tor, to the Director, Cost Inspection Serv¬ 
ice, Bureau of Supplies and Accounts, 
and to the Chief, Finance Division. Office 
of Procurement and Material. When a 
notice of termination of a Navy prime 
contract is sent to the prime contractor 
by telegram, the copy to the cognizant 
Navy material inspector should likewise 
be sent by telegram or TWX, and fol¬ 
lowed by a copy of the letter termination 
notice. [JTR 245] % 

SUBPART E—IMMEDIATE ACTION AFTER 
TERMINATION 

§ 842.250 Scope . This subpart de¬ 
scribes the duties of the prime contractor 
and the contracting officer immediately 
after the service of the notice of ter¬ 
mination with respect to the stoppage of 


work and the planning of the termina¬ 
tion settlement. [JTR 2501 

§ 842.251 Immediate duties of prime 
contractor under notice . [JTR 251] 

§ 842.251-1 Stoppage of work. The 
prime contractor must discontinue the 
making of subcontracts and must take 
all necessary steps to stop work as 
promptly as practicable on and after the 
effective date of the termination notice, 
except that the prime contractor may 
continue any part of the work for his own 
account, unless the notice expressly pro¬ 
vides otherwise. The contractor is not 
entitled to any compensation, or reim¬ 
bursement of costs, for work done after 
he should have stopped work, or for work 
continued for his own account. The con¬ 
tractor should immediately call to the 
attention of the contracting officer any 
special circumstances which make it nec¬ 
essary or desirable to continue some or 
all of the work for the account of the 
Government in order to avoid waste of 
materials or work in process, or injury to 
the plant or other property. [JTR 251.1] 

§ 842.251-2 Completion of continued 
portion. The prime contractor must 
complete any continued portion of the 
prime contract in accordance with the 
termination notice. He should promptly 
submit to the contracting officer any re¬ 
quests for equitable adjustment in the 
terms and prices for the performance of 
the continued portion of the contract, 
and any evidence showing changes in 
the probable cost of such performance 
which will result from the partial ter¬ 
mination and will not be taken into ac¬ 
count in the termination settlement. 
Such an equitable adjustment in the 
price or terms of the continued portion 
shall not be used to compensate the con¬ 
tractor for his termination claim. 
[JTR 251.2] 

§ 842.251-3 Termination of subcon¬ 
tracts. (a) Except as the termination 
notice provides otherwise, the prime con¬ 
tractor must take steps to terminate, with 
or without the consent of the subcontrac¬ 
tors, all unperformed or partially per¬ 
formed subcontracts related to the ter¬ 
minated portion of the prime contract, 
except that he may continue any such 
subcontracts for his own account unless 
the notice expressly provides otherwise. 
Such subcontracts must be terminated as 
promptly as practicable on and after the 
effective date of the termination notice 
or, if the termination notice so provides, 
at such later times as the contracting offi¬ 
cer may direct. The prime contractor 
will notify his subcontractors of the ter¬ 
mination as far in advance of the effec¬ 
tive date as possible. Subcontractors in 
turn should be required to pass along 
the same requirements to their immedi¬ 
ate subcontractors. If any subcontractor 
continues work after it should have been 
stopped, neither he nor the prime con¬ 
tractor is entitled to compensation or re¬ 
imbursement from the government for 
such work. 

(b) The prime contractor should take 
such action as the contracting officer may 
direct to secure to the Government by 
assignment or otherwise the benefit of 
his rights under subcontracts in accord¬ 
ance with § 846.614. [JTR 251.31 
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§ 842.251-4 Termination inventory. 

(a) The prime contractor and each sub¬ 
contractor must use reasonable care, and 
in addition take such action as the con¬ 
tracting officer may direct or approve, to 
protect * and preserve property in his 
possession in which the Government has 
or may acquire an interest, and to reduce 
or prevent loss or damage to the Gov¬ 
ernment. 

(b) As soon as practicable after the 
termination, the prime contractor should 
develop and present to the contracting 
officer a program for the disposition of 
termination inventory both by the prime 
contractor and by the various tiers of 
subcontractors, and should issue instruc¬ 
tions to and through its immediate sub¬ 
contractors as to the methods of carrying 
out the program. [JTR 251.4J 

§ 842.251-5 Notice of suits . (a) The 
prime contractor should promptly notify 
the contracting officer in writing of any 
legal procedings against the contractor, 
based upon any subcontract or commit¬ 
ment related to the terminated prime 
contract, which are pending on the date 
of the termination notice or are brought 
at any time thereafter. 

(b) The (ontracting officer should give 
notice through channels of all such liti¬ 
gation with his recommendation thereon 

(1) in the War Department, to the Liti¬ 
gation Division, Office of The Judge Ad¬ 
vocate General. (2) in the Navy Depart¬ 
ment, to the Office of the General Coun¬ 
sel. That office will decide whether to 
assume control of any such case and 
defend against the claim by suitable ar¬ 
rangement with the prime contractor. 
[JTR 251.5] 

§ 842.251-6 Preparation fif settlement 
proposal. The prime contractor must 
proceed promptly to prepare his proposal 
for settlement of his termination claim, 
and necessary supporting schedules. He 
should also take steps to obtain promptly 
similar proposals and schedules from his 
subcontractors. [JTR 251.6] 

§ 842.252 Treatment of completed 
articles. IJTR 252] 

§ 842.252-1 Acceptance of completed 
articles under contract, (a) The termi¬ 
nation notice for a fixed price supply 
prime contract should exclude from the 
terminated portion of the’contract any 
completed articles accepted and delivered 
after the termination. 

(b) Promptly after giving the prime 
contractor notice of termination, the 
contracting officer shall take steps to in¬ 
spect and accept all completed articles 
which comply with the provisions of the 
prime contract and which do not repre¬ 
sent unreasonable anticipation of pro¬ 
duction schedules, unless the contracting 
officer directs other disposition of such 
articles. 

(c) The production of completed 
articles in advance of schedules will not 
be considered unreasonable where such 
production (1) was requested or ap¬ 
proved by the Government, or (2) was 
required for economic or efficient per¬ 
formance of the contract and was done 
in good faith. 

(d) The contractor may obtain pay¬ 
ment for articles so accepted and de¬ 
livered by invoicing them at the contract 


price in the usual manner and omitting 
them from his termination claim. [JTR 
252.1] 

§ 842.252-2 Inclusion in settlement . 
(a) Where acceptable completed arti¬ 
cles are not delivered and invoiced under 
the contract, the contractor may include 
such articles in his settlement proposal 
at the contract price appropriately ad¬ 
justed for any saving of freight or other 
charges, together with any credits for 
their disposition or retention. 

(b) The contractor can obtain prompt 
payment on account of such articles be¬ 
fore final settlement of his claim either 
through a partial payment under 
§ 843.353 or through a partial final set¬ 
tlement under § 845.515-2. [JTR 252.21 

§ 842.253 Designation and authority 
of principal representatives of contract¬ 
ing officer . [JTR 2531 

§ 842.253-1 Designation in War De¬ 
partment. In the War Department, the 
contracting offloer will designate one or 
more persons to act as his principal rep¬ 
resentative in connection with each 
termination. [JTR 253.1] 

§ 842.253-2 Authority in War Depart¬ 
ment. (a) Such representatives should 
be given either general or limited au¬ 
thority: 

(1) To approve partial payments for 
the prime contractor and his subcontrac¬ 
tors under Part 843 of this chapter; 

(2) To approve the disposition or re¬ 
tention of termination inventory, where 
required; 

(3) To approve settlements with sub¬ 
contractors up to some stated amount; 

(4) To act upon miscellaneous minor 
questions in connection with the ter¬ 
mination settlement; 

(5) To negotiate a settlement subject 
to any required approval. 

(b) Generally it is good practice to 
state in writing the scope of the author¬ 
ity of the principal representative of the 
contracting officer. In appropriate cases, 
to avoid misunderstanding, a copy should 
be furnished to the prime contractor and 
subcontractors. In any case the prime 
contractor should be clearly advised that 
such representative is not authorized to 
agree finally upon a settlement with the 
prime contractor. [ JTR 253.2 ] 

§ 842.253-3 Designation and responsi¬ 
bility of Navy material inspectors . The 
Navy material inspector cognizant of a 
particular war contractor is a general 
representative of a Navy contracting 
officer in the field. He is authorized to 
perform the specific duties outlined in 
this section, unless the contracting 
officer specifically limits or withdraws 
such authority in a particular case. The 
contracting officer may limit or withdraw 
the authority of a Navy material inspec¬ 
tor where extraordinary circumstances 
make this advisable, and the contracting 
officer may delegate such authority to 
other persons. The Navy material in¬ 
spector’s responsibilities include the fol¬ 
lowing : 

(a) Instructing the prime contractor 
and subcontractors in the general prin¬ 
ciples stated in this subchapter in order 
to enable them properly to prepare their 
settlement proposals; 


(b) Conferring with the prime con¬ 
tractor when conferences are held under 
§§ 842.242 and 842.254; 

(c) Examining applications by war 
contractors for partial payments, as set 
forth in §§ 843.351-3 and 843.362, and 
approving such applications in accord¬ 
ance with §§ 843.314-2 (c), 843.351-3 and 
843.362; 

(d) Acting as the representative of the 
contracting officer in the handling of ter¬ 
mination inventories as set forth in 
§ 844.415-2; 

(e) In the case of an inspector cog¬ 
nizant of the prime contractor, select¬ 
ing for approval and approving sub¬ 
contract settlements as set forth in 
§ 846.644; 

(f) Examining settlement proposals of 
the prime contractor and subcontractors 
as set forth in §§ 846.045-2 and 847.721-4. 
LJTR 253.31 

§ 842.254 Initial conference with the 
prime contractor after termination. 
LJTR 2541 

§ 842.254-1 Importance of conference. 
(a) Where a termination is substantial, a 
conference should ordinarily be held with 
the prime contractor at the time of serv¬ 
ice of the termination notice, or as 
promptly as possible thereafter, to de¬ 
velop a definite program for making the 
settlement. This conference is an im¬ 
portant step in the negotiation of the set¬ 
tlement. Analysis of the problems of 
the particular case and agreement on the 
general basis for preparing the con¬ 
tractor’s claim will reduce the amount of 
accounting review and facilitate final 
settlement. Every effort should be made 
in this conference to dispose of as many 
questions as possible by agreement. 

(b) All interested groups in the office 
of the contracting officer should be rep¬ 
resented at this conference. Normally, 
this w T ill include the principal represent¬ 
ative of the contracting officer and ap¬ 
propriate negotiating, technical, engi¬ 
neering, legal, property disposal, and ac¬ 
counting personnel. 

(c) In substantial terminations, it may 
be desirable to have at the conference 
major subcontractors of the prime con¬ 
tractor. LJTR 254.1J 

§ 842.254-2 Scope of conference, (a) 
If no conference was held before termi¬ 
nation, the contracting officer should 
make certain that the prime contractor 
understands fully his obligations under 
the termination article as stated in 
§ 842.251. He should emphasize: 

(1) The duty of the prime contractor 
to review and settle claims of subcon¬ 
tractors; 

(2) The responsibilities of the prime 
contractor and subcontractors for the 
prompt preparation of settlement pro¬ 
posals, and prompt disposition of termi¬ 
nation inventory; 

(3) The responsibilities to the War 
Manpower Commission and employees 
stated in § 842.235. 

(b) This conference should establish, 
at least tentatively: 

(1) The general principles for settle¬ 
ment and the basic terms on which the 
particular settlement is to be made; 

(2) The information to be furnished 
by the prime contractor; 






5192 


FEDERAL REGISTER, Wednesday , May 9, 1945 


(3) The methods to be followed in dis¬ 
posing of termination inventory, and 
wherever practicable, definite authority 
to dispose of specific items or classes of 
items; 

(4) The accounting or other investiga¬ 
tions to be undertaken; 

(5) The need of the prime contractor 
and his subcontractors for interim fi¬ 
nancing and a program for furnishing 
such financing. [JTR 254.2] 

§ 842.255 Time schedule for settle - 
ment. (a) A time schedule for the spe¬ 
cific steps required for the settlement of 
the claim will facilitate its orderly set¬ 
tlement. This schedule should be worked 
out at the initial conference if possible, 
and should fix the following: 

(1) The time for submission of any 
application by the prime contractor for 
partial payments. 

(2) The period within which the prime 
contractor will ascertain whether any 
of his subcontractors require partial pay¬ 
ments or other types of interim financing. 

(3) The time for submission of the 
prime contractor's inventory schedules. 
Generally, these should be submitted 
within 30 days, but where practicable, 
partial inventories should be submitted 
earlier. 

(4) A schedule for submission by sub¬ 
contractors of their inventory schedules 
and settlement proposals. 

(5) The time for submission by the 
prime contractor of a partial proposal 
covering his own charges. 

(6) The time for submission of the 
prime contractor’s final settlement pro¬ 
posal, including the charges of all sub¬ 
contractors. Generally this should be 
submitted within 60 days except in com¬ 
plicated cases. 

(7) The time for the accounting re¬ 
view of the settlement proposal and for 
negotiation of the final settlement. Gen¬ 
erally, the proposed date for final settle¬ 
ment should not be more than 90 days 
after the date fixed for termination. 

(b) The prime contractor should 
promptly prepare a complete list of his 
immediate subcontractors and make cer¬ 
tain that he has notified them all to file 
with him their inventory schedules and 
settlement proposals in accordance with 
the time schedule. As inventory sched¬ 
ules and settlement proposals are re¬ 
ceived rom subcontractors, the con¬ 
tracting officer and prime contractor 
should adjust the time schedules for sub¬ 
sequent action. [JTR 255] 

§ 842.256 Modification of termination 
instructions . The contracting officer 
may at any time rescind, modify, or re¬ 
vise the instructions in the termination 
notice. If the contractor has materially 
changed his position in reliance upon 
such earlier instructions, he shall be 
reasonably compensated for any result¬ 
ing expenses by termination charges. 
[JTR 256] 
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§ 843.300 Scope of part. This part 
sets forth the policies and procedures 
applicable to interim financing of war 
contractors pending settlement of their 
termination claims. [JTR 300 1 


SUBPART A—GENERAL POLICY AND ADMINIS¬ 
TRATION 

§ 843.310 Scope. This subpart states 
the general policies relating to interim 
financing, enumerates the methods 
available for such financing and de¬ 
scribes the basic organization. [JTR 
310] 

§ 843.311 Basic policy on interim 
financing. Section 8 of the act requires 
that adequate interim financing be pro¬ 
vided for all war contractors, pending 
settlement of their termination claims, 
within thirty days after proper applica¬ 
tion therefor. Contracting officers 
should be informed, and should inform 
war contractors, regarding the types of 
interim financing available. [JTR 3111 

§ 843.312 Methods of interim financ¬ 
ing. The following methods of interim 
financing are available: 

(a) Guaranteed V-Loans for contrac¬ 
tors still in war production (§§ 843.321 
to 843.323); 

(b) Guaranteed T-Lcans for use cn 
termination (§§ 843.324 to 843.326); 

(c) Advance payments authorized 
prior to termination or additional ad- 
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vances authorized thereafter (Subpart 
C of this part); 

(d) Partial payments (Subpart D of 
this part). IJTR312] 

§ 843.313 Choice of method ._ In¬ 
terim financing should be provided 
through partial payments, upon request 
of the war contractor, whenever ad¬ 
ministratively practicable. Where war 
contractors have nuqg^rous contracts 
with several agencies. * services or bu¬ 
reaus, or are primarily subcontractors, 
guaranteed loans may be a more prac¬ 
ticable method of initially financing the 
war contractor’s termination claims. 
IJTR313J 

§ 843.314 Administration of interim 
financing . [JTR 314] 

§ 843.314-1 Within the War Depart¬ 
ment. (a) Subject to review by the Di¬ 
rector of Materiel, or by the Director of 
the appropriate Division under his supeV- 
vision, the Fiscal Director or his au¬ 
thorized representatives may establish 
policies and procedures to govern the 
Federal Reserve Banks, Financial Con¬ 
tracting Officers, and Liaison Officers in 
exercising their authority and discretion 
under this subchapter and to govern 
interim financing by advance payments 
under this regulation. The Advance Pay¬ 
ment and Loan Branch. Special Finan¬ 
cial Services Division, Office of the Fiscal 
Director, Headquarters, Army Service 
Forces, will administer such policies and 
procedures. 

(b) The Fiscal Director may act for 
the War Department as a Financial 
Contracting Officer and may designate 
other persons to act as such Financial 
Contracting Officers under this section. 
Any person authorized to act for the War 
Department as a Financial Contracting 
Officer under Executive Order No. 9112 
may also exercise the authority of a Fi¬ 
nancial Contracting Officer under this 
section. 

(c) Any Financial Contracting Officer 
may exercise all authority and discre¬ 
tion conferred upon the War Department 
under section 8 (g) and section 10 of the 
act. Such Financial Contracting Officers 
may also exercise the authority and dis¬ 
cretion of Liaison Officers under this part. 

(d) Interim financing by advance and 
partial payments will be made in accord¬ 
ance with this subchapter. [JTR 314.1] 

§ 843.314-2 Within the Navy Depart¬ 
ment. (a) The Vice Chief of the Office 
of Procurement and Material, and fhe 
Assistant Chief in Charge of Procure¬ 
ment, and the Chief, Deputy Chief and 
Assistant Chief of the Finance Division 
of the Procurement Branch may each 
exercise all authority ^nd discretion con¬ 
ferred on the Secretary of the Navy or 
the Navy Department: 

(1) By or pursuant to section 10 of the 
act, or 

(2) By or pursuant to sections 8 and 
9 of the act with respect to interim 
financing made through (i) loans, (ii) 
advance payments made before termina¬ 
tion, and (iii) advance payments made 
after termination to any war contractor 
having at the time of such termination 
an existing agreement with the Navy 
Department under which advance pay¬ 
ments have been made or authorized in 
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connection with the performance of any 
war contract. 

(b) The chief of each bureau may ex¬ 
ercise all authority and discretion con¬ 
ferred on the Secretary of the Navy or 
the Navy Department with respect to in¬ 
terim financing by means of partial pay¬ 
ments pursuant to sections 8 and 9 of the 
act in conformity with such policies and 
procedures as may be prescribed by the 
Industrial Readjustment Branch, OP&M, 
and subject to paragraph (c) below. 

(c) Navy material inspectors who are 
Inspectors of Naval Material. Supervisors 
of Shipbuilding, or Naval Inspectors of 
Machinery may approve any partial pay¬ 
ment upon proper application therefor 
filed by a war contractor without further 
approval: Provided, That: 

(1) The inspector finds that the 
amount of the partial payment requested 
plus: 

(1) Unliquidated partial payments pre¬ 
viously made to the applicant, and un¬ 
liquidated advance and progress pay¬ 
ments previously made to the applicant 
and not to be liquidated by the partial 
payment applied for; and 

(ii) All credits for the disposal or re¬ 
tention of the applicant’s termination 
inventory 

does not exceed $25,000 for any applicant 
therefor under any one termination 
claim; 

(2) The inspector has cognizance of 
the applicant prime contractor, or of the 
prime contractor to whose contract the 
termination claim of the applicant sub¬ 
contractor, of whatever tier, is allocable. 
The authority set forth herein does not 
include the authority: 

(i) To approve applications for par¬ 
tial payments by war contractors whose 
termination claims are being settled un¬ 
der a company-wide settlement program; 

(ii) To approve an application for par¬ 
tial payment on account of a termina¬ 
tion claim under any war contract which 
the chief of any bureau, by written no¬ 
tice to the Vice Chief of the Office of 
Procurement and Material and to the 
inspector concerned, shall have specifi¬ 
cally excepted from the provisions of this 
paragraph; 

(iii) To approve applications for par¬ 
tial payments into a fund for the ben¬ 
efit of subcontractors under § 343.364; or 

(iv) To approve direct partial pay¬ 
ments under § 843.366. [JTR 314.2] 

5 843.314-3 Contract Financing Sec¬ 
tion in service or bureau. Each procure¬ 
ment office of a service and each bureau, 
which has not established a Contract 
Financing Section or similar unit, shall 
promptly establish such a section. Such 
sections should have personnel compe¬ 
tent to, advise contractors and Govern¬ 
ment personnel engaged in termination 
settlements with respect to the various 
types of interim financing available. 
Their duties and responsibilities with 
respect to the administration of interim 
financing are to be prescribed by the 
chiefs of the procurement offices or bu¬ 
reaus. [JTR 314.31 

§ 843.314-4 Finance officers in Navy 
material inspectors ’ offices . Each con¬ 
tract termination unit established under 
§ 841.145-2 (b) within the offices of Navy 
material inspectors should have person¬ 


nel competent to advise contractors and 
Government personnel engaged in termi¬ 
nation settlements with respect to the 
various types of interim financing avail¬ 
able. [JTR 314.41 

§ 843.314-5 Application of existing 
procedures. Except to the extent incon¬ 
sistent with this subchapter, procedures 
applicable to loans, guarantees and ad¬ 
vance payments under the First War 
Powers Act and Executive Orders 9001 
and 9112 shall apply to the administra¬ 
tion of loans, guarantees and advance 
payments under the act. (For the War 
Department, see §§ 803.319 to 803.321 in¬ 
clusive, of this chapter). [JTR 314.51 

§ 843.315 Protection of other financ¬ 
ing. Whenever a prime contract is 
about to be terminated, the service or 
bureau responsible for the termination, 
if requested, shall provide the office or 
officer administering outstanding ad¬ 
vance payments or guaranteed loans of 
the contractor with all information nec- 
sary for the purpose of administering 
such outstanding financing. In the case 
of loans guaranteed by the War Depart¬ 
ment, such information will be given to 
the Liaison Officer assigned by the Ad¬ 
vance Payment and Loan Branch, Head¬ 
quarters, Army Service Forces, to the 
Federal Reserve Bank for the district. 
In the case of advance payments made 
by, and loans guaranteed by, the Navy 
Department, such information shall be 
given to the Finance Division, OP&M. 
[JTR 315] 

§ 843.316 Penalty on overstatement of 
claims. [ JTR 3161 

Si 843.316-1 Statutory provision. 
Section 8 (d) of the act provides that 
in case of an overstatement by any war 
contractor of the amount due on his 
termination claim or claims in connec¬ 
tion with any interim financing (fur¬ 
nished or guaranteed by or on behalf of 
a contracting agency) under the act. 
such contractor shall pay to the United 
States as a penalty an amount equal 
to 6% of the overstatement. This pro¬ 
vision applies to an overstatement of 
the amount due on account of the appli¬ 
cant’s termination claims contained in 
an application for a loan, guaranteed 
loan, advance payment or partial pay¬ 
ment and in any certificate by the war 
contractor in connection therewith. 
The penalty imposed by this section of 
the act is not to be confused with the 
penalty imposed by section 9 (b) in 
connection with excess advance or par¬ 
tial payments (§ 843.346). The penalty 
for overstatement arises whether or not 
any excess payment results therefrom, 
but does not arise unless interim financ¬ 
ing is furnished to the contractor. This 
penalty may be suspended or modified 
by the Director of Contract Settlement, 
if, in his opinion, the imposition thereof 
would be inequitable. [JTR 316.11 

§ 843.316-2 Suspe7ision or modifi¬ 
cation of penalty, (a) Under Regulation 
No. 13 of the Office of Contract Settle¬ 
ment, authority has been delegated to 
the head of each contracting agency, 
with power of redelegation, to suspend 
or modify and determine the dollar 
amount of the penalty provided in sec¬ 
tion 8 (d) of the act, in accordance with 
the standards prescribed therein. 
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(b) The chief of any service or bureau 
is authorized (and may delegate his au¬ 
thority, with or without power of suc¬ 
cessive redelegation) to suspend or 
modify and determine the dollar amount 
of the penalty provided in section 8 (d) 
of the act, whenever, in connection with 
any interim financing furnished or guar¬ 
anteed by or on behalf of the War or 
Navy Department, any war contractor 
overstates the amount due on his ter¬ 
mination claim or claims, and the chief 
of the service or bureau determines the 
penalty would be inequitable, in accord¬ 
ance with the following principles: 

(1) Where the war contractor over¬ 
states the amount due on account of the 
termination charges set forth in an ap¬ 
plication for a partial payment for his 
own account, then, unless the chief of 
the service or bureau shall determine 
that the overstatement was made in bad 
faith, the penalty would be inequitable 
if greater than, and should be reduced 
to. six percent (6%) of the amount by 
which the total partial payments made 
to the war contractor on account of his 
own termination claim exceed the 
amount of the final settlement of that 
claim. For purposes of this paragraph, 
in determining “total partial payments”, 
there shall be deducted from the gross 
amount'of partial payments any amounts 
thereof paid to him on account of claims 
of his subcontractors, and there shall 
be added to such gross amount (i) all 
credits for the disposal or retention of 
Inventory at the date of the submission 
of the last application for partial pay¬ 
ment, and (ii) all progress and advance 
payments unliquidated at the date of the 
receipt of the last partial payment; and 
in determining “the amount of the final 
settlement” of the war contractor’s own 
termination claim, there shall be de¬ 
ducted from the gross amount of the 
settlement of his entire termination 
claim all amounts approved on account 
of settlements with his subcontractors. 

(2) Where the war contractor over¬ 
states the amount due on account of his 
termination charges: 

(i) In connection with a loan, made 
or guaranteed by the Government, or 

(ii) In connection with a request for 
a partial payment to enable the war con¬ 
tractor to establish a fund from which 
partial and final payments may be made 
to subcontractors (§ 843.364-2), or 

(iii) In connection with an applica¬ 
tion for a controlled partial payment 
(§ 843.056), or for the use for interim 
financing purposes of funds provided in 
accordance with procedures governing 
advance payments for production pur¬ 
poses or otherwise on account of the con¬ 
tract price, 

the penalty would be inequitable unless 
the chief of the services or bureau shall 
determine that the overstatement was 
made in bad faith. 

(c) The amount of the penalty, if any, 
should be determined at the time of the 
settlement, and the final settlement 
agreement, formula determination or ar¬ 
bitration award, as the case may be, 
should provide for the payment of any 
liability of the war contractor on account 
of the penally. [JTR 316.2] 


§ 843.317 Collection and settlement of 
interim financing. I JTR 3171 

§ 843.317-1 Agencies authorized, (a) 
The Financial Contracting Officers at¬ 
tached to the Office of the Fiscal Direc¬ 
tor, £SF, of the War Department, and 
the Finance Division, OP&M, of the Navy 
Department are authorized to settle 
claims arising from or related to any 
loan made or guaranteed by the War or 
Navy Department, in contemplation of or 
related to termination of war contracts. 

<b) In the case of the War Depart¬ 
ment, the chief of the service making any 
advance payment in contemplation of or 
related to termination of any war con¬ 
tract, and in the case of the Navy, the 
Finance Division, OP&M, is authorized to. 
settle claims arising from or related to 
any such advance payment. 

(c) The chief of the service or bureau 
making, authorizing, or ratifying any 
partial payment to any war contractor 
under the act is authorized to settle 
claims arising from or related to any ex¬ 
cess partial payment. I JTR 317.11 

§ 813.317-2 Extent of authority, (a) 
Any representative of the War or Navy 
Department who is authorized, under the 
First War Powers Act, Executive Order 
9001 or 9112, or under the act, to collect 
or settle claims arising from or related 
to advance or partial payments, or direct 
or guaranteed loans, may exercise such 
authority with respect to such interim 
financing whether made, acquired, or au¬ 
thorized before or after the effective date 
of the act. 

(b) The authority, under section 8 (g) 
of the act, to settle claims arising from 
or related to interim financing is deemed 
to apply to any financing heretofore pro¬ 
vided through V or VT guaranteed loans, 
and to any financing provided under the 
1944 V-Loan Guarantee, if the terms of 
the loan covered by such 1944 V-Loan 
Guarantee provide for borrowings upon 
the basis of receivables, inventories or 
other charges under terminated con¬ 
tracts as well as unterminated contracts. 
[JTR 317.21 

SUBPART B—GUARANTEED LOANS 

§ 843.320 Scope . This subpart de¬ 
scribes the various types of guaranteed 
loans and their use for financing war 
contractors having termination claims. 
[JTR 3201 

§ 843.321 Basis of guaranteed loan 
program, (a) Guaranteed loans for pro¬ 
duction authorized by Executive Order 
9112 under the First War Powers Act in¬ 
clude termination protection as a feature 
additional to their production aspect. 
The Contract Settlement Act of 1944 spe¬ 
cifically authorizes the making of guar¬ 
anteed loans for termination. 

(b) Under the guaranteed loan ar¬ 
rangement, a financing institution makes 
a loan to its customer under a guarantee 
from the War Department, the Navy De¬ 
partment or any other Government 
agency authorized to guarantee loans. 
Guaranteed loans are made primarily to 
war contractors who wish to secure 
financing on a company-wide basis. 
Such loans afford a convenient medium 
for financing borrowers who hold sub¬ 


contracts, or numerous prime contracts, 
or prime contracts with several contract¬ 
ing agencies. 

(c) Under both Executive Order 9112 
and the act, the Federal Reserve Banks 
are authorized to act in behalf of the War 
and Navy Departments as fiscal agents 
of the United States in connection with 
the guaranteed loan program. LJTR 
321] # 

§ 843.322 Previous forms of V and VT - 
Loans, (a) The early forms of guarantee 
agreement provided protection on ter¬ 
mination by requiring the financing in¬ 
stitution to suspend the maturity of 
loans outstanding and by requiring the 
guarantor, instead of the borrower, to 
pay interest thereon, on the basis of the 
ratio which the borrower's terminated 
war contracts bore to his unterminated 
war contracts. These forms also pro¬ 
vided protection to financing institutions 
in the event of termination by providing 
a “step-up” of the guaranteed percentage 
based on a similar ratio. 

(b) A similar form of guarantee agree¬ 
ment was also used to cover the so-called 
VT-Loans. The guaranteed percentage 
did not exceed 90 per cent, except in un¬ 
usual cases, and t he “s tep-up” provision 
was eliminated. [JTR 3221 

§ 843.323 1944 V-Loan Guarantee . 

[JTR 3231 

§ 843.323-1 Simplified form. A sim¬ 
plified form of guarantee agreement 
known as the 1944 V-Loan Guarantee 
has now been authorized. Under it the 
distinction between V- and VT-Loan has 
been eliminated; provisions for waiver 
of interest and suspension of maturity, 
and for the “step-up” of guarantee are 
omitted. [JTR 323.il 

§ 843.323-2 When V-Loan made. 
These V-Loans are available only when 
the borrower is engaged in a business 
which is deemed necessary, appropriate, 
or convenient for the prosecution of the 
war, and needs some financing in addi¬ 
tion to his own working capital to enable 
him to perform war contracts. I JTR 
323.21 

§ 843.323-3 Guarantees and fees. If 
the circumstances justify it, the percent¬ 
age of guarantee may exceed 90 per cent. 
The banks are allowed to charge a com¬ 
mitment fee of not in excess of one- 
fourth of 1 percent or a flat fee of $50. 
The guarantor does not share in the com¬ 
mitment fee and a reduced schedule of 
guarantee fees has been adopted. I JTR 
323.31 

§ 843.323-4 Protection on termination. 
V-Loans are designed primarily to finance 
war production. The war contractor can, 
however, obtain termination protection 
under a V-Loan if the financing institu¬ 
tion makes loans, or a firm commitment 
to lend, on the basis of a loan formula 
providing for borrowings based on receiv¬ 
ables and inventories under terminated, 
as well as unterminated, war contracts 
and upon amounts payable to subcon¬ 
tractors under terminated war contracts. 
This is the formula used in most of the 
outstanding V and VT-Loans under old 
forms. [JTR 323.4] 

§ 843.324 Procedure for T - Lo a n s . 
f JTR 3241 
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§ 843.324-1 Standard forms. Regula¬ 
tion No. 1 of the Office of Contract Set¬ 
tlement dated August 18. 1944 (§ 849.922- 
1), prescribes a standard form of guaran¬ 
tee agreement for T-Loans and approves 
a standard form of loan agreement for 
T-Loans, together with Explanatory 
Notes in connection with these forms. 
IJTR 324.1] 

§ 843.324-2 Negotiation of loan. A 
war contractor may arrange for a T-Loan 
before any of his contracts have been ter¬ 
minated. He should make application to 
his local bank and provide the bank with 
adequate information as to his financial 
condition and his war production con¬ 
tracts. The bank and the war contractor 
then^agree, in the light of this informa¬ 
tion, as to the additional terms, if any, 
which are to be inserted in the standard 
form of termination loan agreement. 
This agreement provides for borrowings 
based upon receivables and inventory un¬ 
der contracts terminated in whole or in 
part and upon amounts paid or concur¬ 
rently to be paid in settlement of sub¬ 
contractors’ termination claims. [JTR 
324.2] 

§ 843.324-3 Borrowing under T-Loan. 

(a) In order to borrow, the contractor 
must present a certificate as to the 
amount of his termination claims in the 
form shown in § 849.952-3. If the bank 
believes that the amount shown in the 
certificate is substantially overstated, it 
may refuse to make advances to the ex¬ 
tent of such overstatement. The bor¬ 
rower must present similar certificates 
every three months while the loan is 
outstanding, and both the bank and the 
guarantor have the right to require the 
borrower to xiuce the amount of the 
loan outstanding if, in their opinion, the 
amount thus outstanding substantially 
exceeds the value of the borrower’s 
claims. 

(b) The borrower must reduce the 
loan as payments or credits are received 
on his termination claims and as he dis¬ 
poses of or elects to retain inventory al¬ 
locable to the terminated contracts listed 
on Exhibit C of the loan agreement as a 
basis for borrowing. To comply with 
the act, the entire loan must mature 
within thirty days after final payment 
of all of the borrower’s termination 
claims, on which the loan is based. 
IJTR 324.3] 

§ 843.325 Procedure for T-Loan guar- 
a7itee. [JTR 325] 

§ 843.325-1 Application for guaran¬ 
tee. (a) When the terms of the credit 
have been agreed upon by the war con¬ 
tractor and his local bank, the bank ap¬ 
plies for a guarantee to the Federal 
Reserve Bank on a standard form 
*§ 849.952-5). The Federal Reserve 
Bank will examine the application and 
the proposed loan agreement and will 
recommend terms upon which the guar¬ 
antee should be authorized in accord¬ 
ance with § 843.326. 

<b) If the application indicates that 
a preponderance of the borrower’s war 
contracts is with the War Department 
or is related to its contracts, the appli¬ 
cation will be referred to the War De¬ 
partment Liaison Officer assigned to the 
Reserve Bank by the Office of the Fiscal 
Director, Headquarters, Army Service 


Forces. If the preponderance of the 
borrower’s war contracts is with the Navy 
Department, or is related to Navy prime 
contracts, the application and recom¬ 
mendations of the Federal Reserve Bank 
will be forwarded to the Finance Divi¬ 
sion, OP&M, Navy Department, Wash¬ 
ington. D. C. 

<c) The War Department Liaison Of¬ 
ficer or the Navy Finance Division, as 
the case may be, will determine w’hether 
or not the borrower is eligible for a guar¬ 
anteed loan under the terms of the act, 
and will examine the application, the 
recommendations of the Reserve Bank 
and other relevant data. [JTR 325.1] 

§ 843.325-2 Procedure for guarantee 
by War Department, (a) If the War 
Department is to guarantee the T-Loan, 
the guarantee agreement will be author¬ 
ized and executed according to substan¬ 
tially the same procedure followed for 
V-Loans except as provided in paragraph 
(b) below. 

(b) Where the amount of the loan, to¬ 
gether with all other outstanding loans 
to the same borrower, made or guaran¬ 
teed by the War Department, or any 
other contracting agency, does not exceed 
(1) $500,000 if the requested guarantee 
does not exceed 90 per cent, or (2) 
$100,000 if the requested guarantee does 
not exceed 95 per cent, the Federal Re¬ 
serve Bank, after consulting the Liaison 
Officer, is authorized to execute and 
deliver the guarantee agreement on be¬ 
half of the War Department, unless the 
Liaison Officer objects, or unless the Re¬ 
serve Bank will make or participate in 
the proposed loan. Where the Reserve 
Bank is so disqualified, the Liaison Officer 
may execute and deliver the guarantee 
agreement, if designated by the Fiscal 
Director as a Financial Contracting 
Officer for this purpose. 

(c) Where the conditions prescribed 
by paragraph (b) are not fulfilled or the 
guarantee of the loan is refused, the ap¬ 
plication must be referred through chan¬ 
nels to the Office orthe Fiscal Director, 
Army Service Forces, Washington, D. C. 
for approval or review by a Financial 
Contracting Officer. [JTR 325.21 

§ 843.325-3 . Procedure for guarantee 
by Navy Department, (a) If the Navy 
Department is to guarantee the T-Loan, 
the guarantee agreement will be author¬ 
ized and executed according to substan¬ 
tially the same procedure followed for 
V and VT-Loans. 

(b) The Federal Reserve Bank will 
forward the application and accompany¬ 
ing documents, together with its recom¬ 
mendations, to the Finance Division, 
OP&M. The Finance Division will issue 
the necessary authorization to the Re¬ 
serve Bank, subject to § 843.325-4. [JTR 
325.3] 

§ 843.325-4 Execution of guarantee 
agreements by Federal Reserve Banks . 
(a) The Federal Reserve Banks, acting 
as fiscal agents of the United States, are 
authorized to execute all guarantee 
agreements on behalf of the War and 
Navy Departments, unless the Reserve 
Bank is to make or participate in the 
loan. 

(b) If the Reserve Bank is so disquali¬ 
fied in any case, the guarantee agreement 
will be executed for the War Department, 


by a Financial Contracting Officer or 
Liaison Officer authorized to act as Fi¬ 
nancial Contracting Officer for that pur¬ 
pose, or for the Navy Department, by the 
Finance Division, OP&M. IJTR 325.4) 

§ 834.326 Factors to be considered by 
guarantor. (a) Regulation No. 1 
<§ 849.922-1) prescribes the general poli¬ 
cies to be followed by the Reserve Banks 
and the guarantor in guaranteeing T- 
Loans. Such guarantee will not be re¬ 
fused if the borrower is or has been en¬ 
gaged in performing an operation con¬ 
nected with or related to war production, 
except in such classes of cases as may 
hereafter be prescribed by the Director. 

(b) Conditions other than those re¬ 
quired under the standard loan agree¬ 
ment will be prescribed only in excep¬ 
tional circumstances and when they are 
clearly necessary to protect the Govern¬ 
ment’s interest. There will be no objec¬ 
tion to additional conditions agreed upon 
by the borrower and the financing insti¬ 
tution, if such conditions are not un¬ 
reasonable and not inconsistent with the 
standard loan agreement. 

(c) The requested percentage of guar¬ 
antee will not ordinarily be questioned 
unless it exceeds 90 per cent, but a higher 
percentage of guarantee will be author¬ 
ized if the circumstances clearly justify 
it and if other means of interim financ¬ 
ing are not promptly available. 

(d) In general, officers of the War and 
Navy Departments authorized to approve 
or object T-Loan guarantees will rely 
on the information submitted by the Fed¬ 
eral Reserve Banks and upon their 
recommendations, unless further investi¬ 
gation appears necessary under the 
known circumstances of the particular 
case. [JTR 326J 

STJBPART C—USE OF ADVANCE PAYMENTS FOR 
INTERIM FINANCING 

§ 843.330 Scope. This subpart deals 
with the use of advance payments for 
termination financing. [JTR 330J 

§ 843.331 Authority to use advance 
payments for interim financing. [ JRT 
331] 

§ 843.331-1 Amounts on deposit . 
Where funds are on deposit in an ad¬ 
vance payment account under a war con¬ 
tract at the time of its termination, the 
contracting officer for the War Depart¬ 
ment, or the Finance Division, OP&M, 
for the Navy Department, may continue 
to authorize withdrawal of such funds to 
make payments chargeable to the con¬ 
tract pending settlement of the termina¬ 
tion claim: Provided , That the contract¬ 
ing officer or Finance Division determines 
that the unliquidated balance of advance 
payments allocable to the contract does 
not exceed the total amount to be paid 
under the contract, including the termi¬ 
nation charges. In making such deter¬ 
mination, the contracting officer or Fi¬ 
nance Division may rely on such infor¬ 
mation as may be on hand or may be 
furnished by the contractor upon request. 
If Jthe contract specifically entitles the 
contractor to such withdrawals, the con¬ 
tracting officer or Finance Division shall 
permit them. IJTR 331.1] 

§ 843.331-2 Amounts previously au¬ 
thorized. When an advance payment has 
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been authorized, but all or part thereof 
has not been paid to the contractor di¬ 
rectly or by deposit in the advance pay¬ 
ment account, before termination, the 
contracting officer or Finance Division 
may, or if the contract so requires shall, 
permit authorized payments to be made 
directly or by deposit in the advance pay¬ 
ment account, and permit withdrawals 
from the account, in accordance with the 
terms of the contract: Provided. That the 
contracting officer or the Finance Divi¬ 
sion determines that the unliquidated 
balance of all advance payments allocable 
to the contract will not exceed the total 
amount to be paid under the contract, 
including the termination charges. [ JTR 
331.21 

§ 843.331-3 Authorizing additional 
amounts, (a) Advance payments, in ad¬ 
dition to those authorized prior to ter¬ 
mination, should generally not be au¬ 
thorized after termination. Instead, the 
contractor should apply for a partial 
payment in an amount sufficient to liqui¬ 
date outstanding advance payments and 
provide him with such additional interim 
financing as he may need. 

(b) However, the contracting officer 
or the Finance Division may authorize 
additional payments after termination 
whenever it is not practicable to liquidate 
outstanding advance payments by a par¬ 
tial payment within the time in which 
interim financing is required, or other 
circumstances, such as the existence of 
pooled accounts for financing both ter¬ 
minated and unterminated contracts, 
make advance payments the most prac¬ 
ticable method for interim financing. 
The additional advance payments so au¬ 
thorized after termination generally 
should not exceed ninety per cent of the 
total amounts estimated to be payable 
under the contract, including the termi¬ 
nation charges, less any unliquidated 
balances of advance payments previously 
made. 

(c) In the case of the War Depart¬ 
ment, reports on such additional author¬ 
izations will be submitted to the Advance 
Payment and Loan Branch in the same 
manner as reports on advance payments 
required under § 803.321 (n) (1) of this 
chapter. In the case of the Navy, such 
additional authorizations will be reported 
by the Finance Division to the Industrial 
Readjustment Branch, OP&M. IJTR 
331.31 

§ 843.331-4 Advance payments on 
partially terminated contracts. Where 
advance payments have been authorized 
in connection with a contract which has 
been partially terminated, amounts on 
deposit in the advance payment ac¬ 
count may be used to pay termination 
charges as well as expenses in connec¬ 
tion with performance, and additional 
advance payments may be authorized, 
in accordance with procedures governing 
advance payments for production pur¬ 
poses. [JTR 331.4] 

§ 843.331-5 Estimate of claims. In; 
order that the determinations required 
by §§ 843.331-1, 843.331-2 and 843.331-3 

(b) may be made, the contractor shall 
submit an estimate of his own termina¬ 
tion charges and, if the advance pay¬ 
ments are also to be used to make par¬ 


tial or final payments to subcontractors, 
an estimate of his subcontractors' ter¬ 
mination claims. In the case of con¬ 
tracts with the War Department, such es¬ 
timate will be submitted to the contract¬ 
ing officer, and in the case of contracts 
with the Navy, the estimate will be sub¬ 
mitted to the officer charged with the 
duty of countersigning checks on the ad¬ 
vance payment account, who will forward 
the estimate to the Finance Division, 
OP&M, with his comments. [JTR 331.5] 

§ 843.332 Use of advance payments 
for making partial and final payments to 
subcontractors. The contractor may use 
funds on deposit in an advance payment 
account to make partial and final pay¬ 
ments to his subcontractors on account 
of their termination claims, subject to the 
terms of the contract and to the follow¬ 
ing provisions: 

(a) Partial payments may be made 
only upon specific approval of the ap¬ 
plications therefor by the contracting of¬ 
ficer, or pursuant to authority delegated 
by the contracting officer to make such 
partial payments without approval; 
final payments may be made only upon 
settlements which have been approved by 
the contracting officer, or which have 
been made pursuant to § 846.643. or to 
authority delegated by the contracting 
officer to the contractor. 

(b) Partial payments may be made 
only upon the basis of an application in 
the form prescribed by. and executed in 
accordance with. General Regulation No. 
2 of the Office of Contract Settlement 
(see § 849.953). 

(c) The contractor shall not, without 
the approval of the contracting officer, 
make any partial payment to, or pay¬ 
ment on account of a partial or final set¬ 
tlement with, any subcontractor for the 
benefit- of a lower tier subcontractor if, 
to the knowledge of any director, officer 
or employee of the contractor having 
direct control or supervision over with¬ 
drawals from the advance payment ac¬ 
count, such subconti^ctor or any inter¬ 
vening subcontractor is unable or un¬ 
willing for any reason to pay or credit to 
his subcontractors any payments re¬ 
ceived for their benefit. 

(d) The contractor shall obtain and 
preserve in connection with each partial 
or final payment such evidence of receipt 
thereof as the contracting officer may 
require. 

(e) The contractor shall, upon re¬ 
quest, present to the contracting officer 
the original of any application for a 
partial payment and any receipt for 
partial or final payment obtained pur¬ 
suant to paragraph (d). If he has been 
unable to obtain such receipt for a par¬ 
tial payment, the contractor shall use 
his best efforts to supply such informa¬ 
tion with respect to such partial pay¬ 
ment as may be necessary to protect the 
Government's interest therein. 

(f) The contractor shall, upon request, 
present to the contracting officer a 
monthly statement setting forth the fol¬ 
lowing information with respect to each 
partial payment made from the advance 
payment account during the preceding 
month: (1) The date of such payment; 
(2) the number of the subcontractor's 
invoice pursuant to which such payment 
was made; (3) identification of the prime 


contract to which such payment is al¬ 
locable; (4) the name and address of the 
payee; and (5) the date and manner of 
approval or authorization of such pay¬ 
ment. [JTR 3321 

§ 843.333 Discharge of lien. Where 
termination inventory upon which the 
Government has a lien to secure advance 
payments is properly retained or dis¬ 
posed of by the contractor in accordance 
with this subchapter, the lien thereon is 
discharged by payment to the Govern¬ 
ment of the proceeds of the disposal, or 
of an amount equivalent to the agreed 
credit for retention, in reduction of the 
advance payment outstanding, or by de¬ 
positing such proceeds or amount in the 
advance payment account. IJTR 3331 

SUBPART D-GENERAL PROVISIONS FOR 

PARTIAL PAYMENTS 

§ 843.340 Scope. This subpart covers 
general matters applicable to interim 
financing of war contractors by means 
of partial payments on account of termi¬ 
nation claims. [JTR 340] 

§ 843.341 Authority. Partial pay¬ 
ments are authorized by sections 8 and 9 
of the act and by General Regulation No. 
2 promulgated by the Office of Contract 
Settlement on September 8, 1944. A 
partial payment must be made to a war 
contractor within thirty days after 
proper application therefor. [JTR 3411 

§ 843.342 Partial payment defined. 
(a) The term “partial payment" means 
a payment on account on a termination 
claim, made without prejudice to the 
amount of the final settlement and re¬ 
payable if excessive. 

(b) A partial payment is to be dis¬ 
tinguished from a payment on a partial 
final settlement, which, in general, can¬ 
not be recovered by the Government in 
the absence of fraud. [JTR 342] 

§ 843.343 Types of partial payment 
authorized. The following types of par¬ 
tial payments are authorized: 

(a) Immediate partial payment based 
on the contractor’s estimates (§ 843.352); 
or 

(b) Cost-supported partial payment 
based on the contractor's settlement pro¬ 
posal or other adequate statement of 
costs (§ 843.353); or 

(c) Controlled partial payment to be 
deposited in a special controlled account 
and to be released as particular items of 
cost become established and are pre¬ 
sented for payment (§ 843.356); or 

(d) Partial payments into a fund 
for the benefit of subcontractors 
(§ 843.364-2). 

Successive applications may be filed for 
partial payments of any type. [JTR 
343] 

§ 843.344 Deductions in computing 
amount of partial payments, (a) Ex¬ 
cept as provided in paragraph (b) below, 
in determining the amount of a partial 
payment of any type to be made, there 
shall be deducted from the gross amount 
otherwise payable under this subchapter 
any unliquidated balances of advance 
and partial payments theretofore made 
to the war contractor, which are allo¬ 
cable to the terminated war contract or 
the terminated portion of the ^war con¬ 
tract and the amounts of all credits aris- 
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ing from the sale or retention of prop¬ 
erty as to which costs or estimated costs 
were included in the application. The 
sum of any such credits and unliquidated 
balances and of all partial payments 
made on the same termination claim 
shall not exceed any limitation imposed 
by this regulation or by the act on the 
amount of a partial payment of any par¬ 
ticular type. 

(b) Where any unliquidated balances 
of advance payments are to be liquidated 
with the proceeds of the partial pay¬ 
ment. pursuant to § 843.331-3 (a), such 
balances should not be so deducted from 
the gross amount otherwise payable un¬ 
der this subchapter. [JTR 344] 

§ 843.345 Recognition of assignments . 
Partial payments shall be made in 
such a manner as not to impair or modify 
any valid assignment of a claim under a 
war contract without the consent of the 
parties thereto. Contracting officers are 
required to see that partial payments are 
made consistently with the terms of 
alignments known to them. They may 
rely, however, on the statement in the 
application that no assignments are out¬ 
standing in the absence of actual knowl¬ 
edge to the contrary or notice given in 
accordance with the Assignment of 
Claims Act of 1940. [JTR 3451 

§ 843.346 Effect of overpayments. 
Section 9 (b) of the act provides that 
any partial payment in excess of the 
amount finally determined to be due on 
the termination claim shall be treated 
as a loan from the Government to the 
war contractor receiving it, payable upon 
demand, together with a penalty com¬ 
puted at the rate of 6 per cent per an¬ 
num, from the date such excess payment 
is received to the date on which such 
excess is repaid. Where credits for dis¬ 
positions of termination inventory re¬ 
duce the termination claim below out¬ 
standing partial payments, the penalty 
for excess payments applies from the 
date the outstanding partial payments 
first become excessive. This penalty is 
in addition to the penalty for overstate¬ 
ment discussed in § 843.316. [JTR 346] 

SUBPART E—PARTIAL PAYMENTS FOR THE 
BENEFIT OF PRIME CONTRACTORS 

§ 843.350 Scope . This subpart de¬ 
scribes the types of partial payments 
that will be made for the benefit of prime 
contractors and the procedures relating 
thereto. [JTR 350) 

§ 843.351 Submission o/* applications. 
[JTR 3511 

§ 843.351-1 General. In general, 
prime contractors will file applications 
for partial payments on substantially 
the form of application prescribed by 
General Regulation No. 2 of the Office 
of Contract Settlement (see § 849.953). 
Except as authorized by § 843.355, the 
charges on which the application is 
based include only the prime contractor’s 
own costs. [JTR 351.1] 

§ 843.351-2 War Department proce¬ 
dure. A prime contractor under a War 
Department contract shall file his ap¬ 
plication in duplicate with the contract¬ 
ing officer under his contract. [JTR 
351.2] 


§ 843.351-3 Navy Department pro¬ 
cedure. (a) A prime contractor under 
a Navy Department contract will file his 
application in triplicate with the Navy 
material inspector who is cognizant of 
the prime contractor. 

(b) Where the inspector cognizant of 
the prime contractor is authorized pur¬ 
suant to § 843.314-2 (c) to approve a 
partial payment on such application, he 
will, upon receipt of such an application 
in triplicate, immediately forward one 
copy to the contracting officer clearly 
marked to denote that action on the ap¬ 
plication will be taken by the inspector; 
he will then process the application and 
will authorize the partial payment to 
the extent that he approves it. The in¬ 
spector will immediately inform the con¬ 
tracting officer of the disposition of any 
such partial payment application. 

(c) In all other cases, the inspector 
will immediately forward one copy of 
the application to the contracting officer, 
without comment, to be followed within 
seven (7) days by an additional copy 
with his comments. The contracting 
officer will refer the application, with the 
comments of the inspector, to the Con¬ 
tract Financing Section in the bureau 
or its representative for investigation 
and recommendation as to the amounts 
to be authorized and conditions to be 
imposed. Such recommendations will be 
made within seven (7) days from the re¬ 
ceipt of the application and comments. 
The contracting officer will authorize the 
partial payment to the extent that he 
approves it. The Contract Financing 
Section will immediately inform the in¬ 
spector cognizant of the prime contrac¬ 
tor of the disposition of such partial pay¬ 
ment application and of the amount of 
any payment made. [JTR 351.3] 

§ 843.352 Immediate partial pay¬ 
ments. [JTR 3521 

§ 843.352-1 When used. It is recog¬ 
nized that many contractors may desire 
or need partial payments within a short 
time after termination and before partial 
or complete settlement proposals can be 
prepared. For this purpose immediate 
partial payments are authorized. A 
prime contractor applying for an imme¬ 
diate partial payment will set forth in 
Column B of the Application Form 
(§ 849.953) his best estimate of the 
amount due on his own charges. [JTR 
352.1] 

§ 843.352-2 Amount to be allowed. 
Subject to the limitations of §§ 843.344 
and 843.352-4, the contracting officer (or 
authorized Navy material inspector) 
should promptly grant the application 
for partial payment in the largest 
amount he believes to be reasonable 
under all the circumstances known to 
him. In deciding the aftiount to be paid, 
the prime contractor’s application should 
be considered in the light of his general 
reputation, the relation between the 
amount requested and the amount certi¬ 
fied by the contractor as due, and any 
other relevant information. In the ab¬ 
sence of known factors militating 
against the payment requested, contract¬ 
ing officers (or authorized Navy material 
inspectors) are authorized to make their 
determinations of the amounts to be paid 


solely on the basis of the prime contrac¬ 
tor’s application. [JTR 352.2] 

§ 843.352-3 Minimum amount of pay¬ 
ment. An immediate partial payment 
will be made in each case for at least 75 
per cent of the contract price of com¬ 
pleted articles not delivered, plus 75 per 
cent of the contractor’s estimated costs 
of raw materials, purchased parts, sup¬ 
plies, direct labor and overhead allocable 
to the terminated portion of the contract 
(but not including the cost of special fa¬ 
cilities or other items deemed likely to be 
of a controversial character, and not in¬ 
cluding profit), unless (a) the contract¬ 
ing officer (or authorized Navy material 
inspector) has reason to believe that the 
application for immediate partial pay¬ 
ment was not filed in good faith, or that 
the amount requested is excessive, or that 
protection of the Government’s interests 
requires denial of the application or pay¬ 
ment in a lesser amount, or (b) unless 
the contractor requests payment in a 
lesser amount. This provision for mini¬ 
mum partial payments shall not be con¬ 
strued to limit the responsibility of the 
contracting officer (or authorized Navy 
material inspector) to make partial pay¬ 
ments in the largest amount believed 
reasonable under the provisions of 
§ 843.352-2. [JTR 352.3] 

§ 843.352-4 Maximum amount of pay¬ 
ment. Immediate partial payments 
based on a prime contractor’s estimates 
shall not exceed 90 per cent of the 
amount certified in the application as 
due on account of the contractor’s own 
costs allocable to the terminated portion 
of the contract. (JTR 352.41 

§ 843.353 Cost-supported partial pay¬ 
ments. [JTR 3531 

§ 843.353-1 When used. This type of 
partial payment may be used after the 
contractor has submitted a partial or 
complete settlement proposal, supported 
by the data prescribed for the submission 
of termination claims, or has otherwise 
submitted substantial accounting data. 
A contractor applying for such a cost- 
supported partial payment will set forth 
his cost data in Column A of the Applica¬ 
tion Form (§ 849.953). I JTR 353.11 

§ 843.353-2 Amount to be allowed. 
Where the contractor has submitted sub¬ 
stantial accounting data, and a prelimi¬ 
nary review of such data indicates that 
the application is proper and is supported 
by the data submitted, the contracting 
officer (or authorized Navy material in¬ 
spector) shall authorize payment of such 
amounts as he believes to be; 

(a) An amount equal to 100 per cent 

of the amount payable, at the contract 
price, on account of undelivered accept¬ 
able items completed prior to the ter¬ 
mination date under the terms of the 
contract, or completed thereafter with 
the approval of the contracting officer 
(or authorized Navy material inspector); 
plus # 

(b) An amount equal to 90 per cent of 
the cost of raw materials, purchased 
parts, supplies, direct labor, and manu¬ 
facturing overhead allocable to the ter¬ 
minated portion of the war contract; plus 

(c) A reasonable percentage of other 
allowable costs, including administrative 
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overhead, allocable to the terminated 
portion of the war contract not included 
in the foregoing; plus 

(d) Such additional amounts, if any, 
as the contracting officer (or authorized 
Navy material inspector) deems neces¬ 
sary to provide the war contractor with 
adequate interim financing. 

The amount of any partial payment 
made under this paragraph shall not ex¬ 
ceed the amount which, in the opinion 
of the contracting officer (or authorized 
Navy material inspector), is due to the 
contractor by reason of the termination. 
[JTR 353.2] 

§ 843.354 Disbursement of partial 
payments to prime contractors. A par¬ 
tial payment to a prime contractor under 
§§ 843.352, 843.353, 843.355, will be made 
on the basis of a voucher or invoice cer¬ 
tified by the contractor and approved by 
the contracting officer (or authorized 
Navy material inspector) in a specific 
amount by noting thereon the following, 

“Payment in the amount of $- 

approved.’* The certification of the 
voucher or invoice by the prime con¬ 
tractor shall include the following two 
provisions: 

(a) The payment covered by this voucher 
Is a partial payment on account of the con¬ 
tractor’s termination claim under contract 

No._made pursuant to Section 9 of 

Ihe Contxact. Settlement Act of 1944 and ex¬ 
pressly subject to subsection (b) of that sec¬ 
tion. 

(b) I certify that the above bill is correct 
and just; that payment has not been re¬ 
ceived; that all statutory requirements as to 
American production and labor standards, 
and all conditions of purchase applicable to 
the transaction have been complied with; 
and that State or local sales taxes are not 
Included in the amount billed. 

(Subparagraph (b) is the certificate 
printed on the Form 1034 voucher), 
LJTR 354 J 

§ 843.355 Partial payments to prime 
contractors on account of final settle¬ 
ments with , or partial payments to , sub¬ 
contractors. (a) A prime contractor may 
include in his application for a partial 
payment, a request for: 

(1) The amount paid or payable to his 
immediate or remote subcontractors un¬ 
der subcontract settlements approved by 
the contracting officer or made pursuant 
to a delegation of authority to the prime 
contractor; or 

(2) The amount of any partial or final 
payments made from a fund created for 
the benefit of subcontractors, pursuant 
to § 843.364-4; or 

(3) The amount of any partial pay¬ 
ment made pursuant to authority to 
make partial payments in amounts up 
to $10,000 granted to the prime con¬ 
tractor under § 843.368. 

(b) In applying for a partial payment 
for any of the foregoing purposes, the 
prime contractor should list the amount 
required as Other Costs on line 7 of col¬ 
umn A of the application form, and 
should support the application by a list 
showing the partial payments which 
have been so made and their amoimts, 
and, in the case of final payments to sub¬ 
contractors, a list showing the subcon¬ 
tracts settled and their amounts. [JTR 
355] 


§ 843.350 Controlled partial pay¬ 
ments . [JTR 3561 

§ 843.356-1 When used. If a prime 
contractor is of doubtful financial re¬ 
sponsibility, or if his records are known 
to be inadequate, the contracting officer 
(or authorized Navy material inspector) 
may require that any immediate or cost- 
supported partial payment be made to 
the contractor through the medium of 
a controlled account. [JTR 356.1] 

§ 843.356-2 Administration. Such 
controlled partial payments shall be orig¬ 
inally authorized by the execution of a 
supplemental agreement to the termi¬ 
nated contract substantially in the form 
set forth in § 849.954. Moneys will be 
deposited in a controlled account in the 
name of the prime contractor and will 
be made subject to withdrawal only in 
accordance with the agreement. The 
funds in the controlled account shall be 
made subject to a lien in favor of the 
Government to protect its interest. Un¬ 
der the general direction of the contract¬ 
ing officer, personnel of the Contract Fi¬ 
nancing Section will supervise the ad¬ 
ministration of the controlled account. 
LJTR 356.2] 

SUBPART F—PARTIAL PAYMENTS FOR THE 
BENEFIT OF SUBCONTRACTORS 

§ 843.360 Scope. Tills subpart covers 
partial payments for the benefit of sub¬ 
contractors made either through the 
prime contractor or directly. [JTR 3601 

§ 843.361 Methods of making partial 
payments to subcontractors, (a) Par¬ 
tial payments may be made available to 
subcontractors by the following meth¬ 
ods: 

(1) By payment to the prime contrac¬ 
tor on the application of the subcontrac¬ 
tor transmitted through the contractual 
chain, in accordance with § 843.363. 

(2) By payment by the prime con¬ 
tractor or higher tier subcontractor from 
a fund in accordance with § 843.364. 

(3) By direct payment from the Gov¬ 
ernment to the subcontractor in accord¬ 
ance with § 843.366. 

(4) By controlled partial payments in 
accordance with § 843.367. 

(b) The provisions of §§ 843.352 and 
843.353 regarding the types and amounts 
of partial payments for the benefit of 
prime contractors also apply to partial 
payments for the benefit of subcontrac¬ 
tors. [JTR 361] 

§ 843.362 Submission of application . 
(a) A subcontractor will file his applica¬ 
tion for a partial payment, in substan¬ 
tially the prescribed form (§ 849.953), 
with the war contractor liable to him, 
except where direct payment is author¬ 
ized by § 853.366-1. 

(b) A war contractor receiving the ap¬ 
plication of a subcontractor will take the 
action with respect thereto required by 
the application form. If the war con¬ 
tractor receiving such an application is 
also a subcontractor, he will forward the 
application to his customer; and, if the 
war contractor receiving such an appli¬ 
cation is a prime contractor, he will for¬ 
ward it to the responsible War Depart¬ 
ment contracting officer or to his cog¬ 
nizant Navy material inspector, as the 
case may be; unless, in either case, the 


war contractor receiving such an appli¬ 
cation has been delegated the authority 
to take action thereon. 

(c) In the Navy Department the prime 
contractor will submit any application 
of a subcontractor in triplicate to the 
Navy material inspector cognizant of the 
prime contractor. Where the inspector 
is authorized, pursuant to § 843.314-2 (c), 
to approve a partial payment on such 
application, he will immediately forward 
one copy to the contracting officer, clearly 
marked to denote that action thereon 
will be taken by the inspector; and he will 
then process the application and will 
authorize the partial payment to the ex¬ 
tent that he approves it. The inspector 
will immediately inform the contracting 
officer of the disposition of any such par¬ 
tial payment application. In all other 
cases he will immediately forward one 
copy of the application to the contracting 
officer, without comment, to be followed 
within seven (7) days by an additional 
copy with his comments, and the proce¬ 
dure prescribed in § 843.351-3 for prime 
contractors’ applications will be followed. 
[JTR 3621 

§ 843.363 Payments transmitted 
through the contractual chain. [JTR 
363] 

§ 843.363-1 How made. The pre¬ 
scribed form of application for immediate 
or cost-supported partial payment re¬ 
quires that applications by subcontrac¬ 
tors be reviewed by the war contractor 
directly liable on the claims to be fi¬ 
nanced and all higher tier war contrac¬ 
tors, including the prime contractor. 
Unless payment is made by a reviewing 
war contractor pursuant to authoriza¬ 
tion from the contracting officer, the 
application is transmitted to the con¬ 
tracting officer (or authorized Navy 
material inspector). In signing the form 
of recommendation, each war contractor 
undertakes promptly to pay over to his 
immediate subcontractor or credit 
against amounts owing from the appli¬ 
cant the amount received on the applica¬ 
tion. The contracting officer (or author¬ 
ized Navy material inspector) should 
expedite requests of subcontractors in 
view of the requirement of the act that 
partial payments be made available to 
such subcontractors within 30 days after 
receipt by the contracting agency of 
proper application therefor. [ JTR 363.1] 

§ 843.363-2 Disbursement. A partial 
payment for the benefit of a subcontrac¬ 
tor under § 843.363-1 will be made on the 
basis of a voucher or invoice certified by 
the prime contractor and approved by 
the contracting officer (or authorized 
Navy material inspector) in a specific 
amount by noting thereon the following, 

“Payment in the amount of $- 

approved.” In addition to the Form 
1034 certificates, the voucher or invoice 
shall include substantially the following 
provisions: 

The payment covered by this voucher Is a 
partial payment on account of the contrac¬ 
tor's termination claim under contract No. 

__ made pursuant to section 9 

of the Contract Settlement Act of 1944 and 
expressly subject to subsection (b) of that 
section. 

Where the prime contract has not been 
terminated, and the subcontract termi- 
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nation resulted from an amendment or 
change order relating to the prime con¬ 
tract or from other circumstances enti¬ 
tling the subcontractor to interim financ¬ 
ing under the act, the foregoing voucher 
provisions should be appropriately modi¬ 
fied. IJTR 363.2] 

§ 843.364 Funds for the benefit of sub¬ 
contractors. [JTR 364] 

§ 843.364-1 Purpose of funds. War 
contractors having large numbers of sub¬ 
contracts should endeavor to anticipate 
the needs of their subcontractors and be 
prepared to meet their requirements 
promptly. To aid in accomplishing this 
end, partial payments or direct loans may 
be made to war contractors to enable 
them, in advance of subcontractors’ re¬ 
quests, to set up funds from which 
prompt partial and final payments may 
be made to subcontractors on their ter¬ 
mination claims. [JTR 364.1] 

§ 843.364-2 Fund created by partial 
payments to war contractors, (a) Any 
war contractor who has been authorized 
to make final subcontract settlements 
under § 846.642, and who has numerous 
subcontractors, may apply for partial 
payments on account of particular war 
contracts to create a fund for the benefit 
of subcontractors. 

(b) Such an application need not be 
on the form prescribed by the Office of 
Contract Settlement, but may be in the 
form of a letter to the contracting officer 
containing a certificate of the contrac¬ 
tor that the approximate amount of all 
subcontractors’ charges allocable to the 
terminated contract or contracts is not 
less than a specified figure. 

(c) A partial payment to set up a fund 
for the benefit of subcontractors will be 
made to a war contractor only upon his 
agreement, among other things, to keep 
all monies received for such purpose in 
an account separate from his other 
funds, and to make prompt partial and 
final payments to subcontractors under 
authority of this regulation or when 
otherwise specifically authorized or ap¬ 
proved by the Government. [JTR 364.21 

§ 843.364-3 Disbursement of partial 
payments for the benefit of subcontrac¬ 
tors. Partial payments to a war con¬ 
tractor for the benefit of subcontractors 
under § 843.364-2 will be made on the 
basis of a voucher or invoice certified by 
the war contractor and approved by the 
contracting officer in a specified amount 
by noting thereon the following: “Pay¬ 
ment in the amount of $_ 

approved.” In addition to the Form 
1034 certificates, the voucher or invoice 
shall include substantially the following 
provisions: 

The payment covered by this voucher is a 
partial payment on the contractor’s termina¬ 
tion claim under Contract No._ 

on account of termination claims of subcon¬ 
tractors under that contract. The payment 
is made pursuant to section 9 of the Contract 
Settlement Act of 1944 and expressly subject 
to subsection (b) of that section. The'con¬ 
tractor agrees to keep this payment and aU 
other payments received for the same pur¬ 
pose in an account separate from his other 
funds and to use this payment only for the 
purpose of making prompt partial and final 
payments to subcontractors when such pay¬ 
ments are authorized or approved by the 


Government. Any amount not so used shall 
be repaid to the Government upon demand, 
with Interest at the rate of 6% per annum 
from the date of demand to the date of repay¬ 
ment. 

[JTR 364.31 

§ 843.364-4 Fund created by direct 
loan to war contractors, (a) Any war 
contractor who has been authorized to 
make final subcontract settlements un¬ 
der § 846.642, and who has numerous 
subcontractors, may apply for a direct 
loan to create a fund for the benefit of 
subcontractors. 

(b) If the preponderance of the cur¬ 
rent dollar value of the contractor’s war 
contracts is with the War Department 
or is under War Department prime con¬ 
tracts, the application for the loan 
should be made to the Advance Payment 
and Loan Branch, Special Financial 
Services Division, Office of the Fiscal Di¬ 
rector, Hq., ASF, via a contracting officer 
of the service under which the applicant 
has the greatest current dollar value of 
war contracts. If such preponderance is 
with the Navy Department or is under 
Navy Department prime contracts, the 
application should be made to the Fi¬ 
nance Division, OP&M. 

(c) An application for a direct loan 
shall be in the form of a letter. Such 
letter shall (1) indicate the amount of 
the loan requested, (2) list the services 
and bureaus under which the applicant 
holds war contracts and the approximate 
current dollar value of such contracts 
under each of such services or bureaus. 

(3) indicate any outstanding advance 
payments or loans to the applicant, (4) 
estimate the number and total amount of 
subcontract termination claims which it 
is anticipated will be settled or partially 
paid by the applicant during the next 90 
days, and (5) enclose a certified copy of 
the applicant’s balance sheet and operat¬ 
ing statement for the latest fiscal year 
and for the latest period subsequent to 
such fiscal year, and, if the contractor 
has an outstanding loan, any necessary 
consents of financing institutions to the 
additional borrowing. 

(d) Among the considerations to be 
taken into account in determining 
whether the applicant qualifies or should 
be recommended for a fund to be created 
by a direct loan are the following: 

(1^ Whether establishment of the 
fund will result in more expeditious set¬ 
tlement and payment of termination 
claims of subcontractors than is possible 
under other procedures. 

(2) Whether the contractor already 
has available advance payments to make 
prompt partial and final payments to 
his subcontractors on account of their 
termination claims. 

(3) Whether the contractor has an 
efficient termination organization and 
can quickly process both his own settle¬ 
ment proposals and those of his sub¬ 
contractors. 

(4) The volume of the contractor’s 
war business and termination claims, 
both actual and anticipated. 

(5) The contractor’s financial condi¬ 
tion and general reputation. 

(e) (1) In the War Department, the 
contracting officer with whom the ap¬ 
plication is filed will forward the appli¬ 


cation. together with his recommenda¬ 
tions thereon (including a specific state¬ 
ment concerning each of the matters re¬ 
ferred to in paragraph (d) of this section 
to the extent known) through channels 
to the Advance Payment and Loan 
Branch for approval. 

(2) In the Navy Department, the 
Finance Division, OP&M, before approv¬ 
ing the application, will obtain the 
recommendations of the Industrial Re¬ 
adjustment Branch, OP&M. 

(f) Upon approval of the application, 
an agreement in substantially the form 
set forth in § 849.955 will be executed by 
the contractor and by a Financial Con¬ 
tracting Officer in the War Department, 
or by the Chief, Deputy Chief or Assist¬ 
ant Chief of the Finance Division, OP&M, 
in the Navy Department. [JTR 364.4] 

§ 843.364-5 Disbursement of direct 
loans for the benefit of subcontractors. 
In making a direct loan to a w T ar con¬ 
tractor for the benefit of subcontractors, 
payment will be made to the war con¬ 
tractor on the basis of a voucher which 
(a) contains a Form 1034 certificate 
signed by the war contractor and (b) is 
approved by a person authorized under 
the preceding paragraph to execute the 
agreement, in a specific amount by not¬ 
ing thereon the following: ‘‘Payment in 

the amount of $_..approved.” 

A conformed copy of the agreement will 
be attached to the first voucher by the 
approving officer. In the Navy Depart¬ 
ment, in addition, the voucher shall in¬ 
clude substantially the following provi¬ 
sion: 

The payment covered by this voucher is a 
payment pursuant to the Agreement for 

Subcontractors' Payment Fund, No. -. 

dated____ authorized by 

the Contract Settlement Act of 1944 and the 
Joint Termination Regulation. 

[JTR 364.51 

§ 843.364-6 Administration of fund 
created by direct loan. Subject to the 
general supervision and control of the 
Advance Payment and Loan Branch in 
the War Department or the Finance Di¬ 
vision, OP&M, in the Navy Department, 
the fund created by a direct loan will be 
administered by the chief of the service 
or bureau designated in the loan agree¬ 
ment, who will render such reports as 
may be required by the Fiscal Director, 
in the case of the War Department, or 
by the Finance Division, OP&M, in the 
case of the Navy Department. 
[JTR 364.61 

§ 843.365 Protection of payments to 
subcontractors. Whenever a war con¬ 
tractor is deemed to be insolvent or in 
imminent danger of insolvency, or for 
any other reason is deemed to be unable 
or unwilling to pay over to his subcon¬ 
tractors any partial payment received 
for their benefit, contracting officers 
should take appropriate steps to assure 
receipt of such partial payment by the 
subcontractor who applied therefor. For 
this purpose, direct payment may be 
made to the subcontractor under 
§ 843.366 or the controlled account pro¬ 
cedure described in § 843.367 may be 
used. [JTR 365] 

§ 843.366 Direct payment . [JTR 36G] 
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§ 843.366-1 When authorized. The 
contracting officer under the applicable 
prime contract shall make immediate or 
cost-supported partial payments directly 
to a subcontractor upon receipt by the 
contracting officer of an application in 
the prescribed form, submitted directly 
by the subcontractor, whenever: 

(a) The contracting officer has under¬ 
taken to settle directly the termination 
claim or claims of the subcontractor; or 

(b) The subcontractor furnishes: 

(1) Evidence that use of the pro¬ 
cedures set forth in §§ 843.363 and 
843.364 would cause unwarranted delay 
in his receipt of a partial payment; and 

(2) A certificate by the war contractor 
in the next higher tier, containing the 
material In the first paragraph of the 
certificate in Article VI of the Standard 
Form of Application (§ 849.953), and con¬ 
senting to the direct payment to the sub¬ 
contractor, unless sufficient other in¬ 
formation justifying such partial pay¬ 
ment is submitted by the applicant to the 
contracting officer. 

In cases covered by paragraph (b), the 
subcontractor will also submit through 
contractual channels a copy of his ap- 
lication marked “Information Copy, Di¬ 
rect Payment Requested”; any interven¬ 
ing war contractor desiring to take ex¬ 
ception to such direct payment will so 
notify the contracting officer. [JTR 
366.11 

§ 843.366-2 Disbursement. A partial 
payment to a subcontractor under 
8 843.366-1 will be made on the basis of 
a voucher or invoice certified by the sub¬ 
contractor applying therefor and ap¬ 
proved, by the contracting officer under 
the applicable prime contract, in a spe¬ 
cific amount by noting thereon the fol¬ 
lowing, “Payment in the amount of 

$_approved.” In addition to 

* the Form 1034 certificates, the voucher 
or invoice shall include substantially the 
following provisions: 

The payment covered by this voucher Is a 
partial payment on account of the termina¬ 
tion claim of the payee as a subcontractor 

under contract No. _ between the 

United States of America and__ 

made pursuant to section 9 of the Contract 
Settlement Act of 1944 and expressly subject 
to subsection (b) of that section. 

[JTR 366.2} 

§ 843.367 Controlled partial payments 
for subcontractors, (a) When the con¬ 
trolled partial payment procedure is used 
for the benefit of a subcontractor, the 
contracting officer will enter into a sup¬ 
plemental agreement with the prime con¬ 
tractor in substantially the form set 
forth in § 849.954, and containing the 
provisions relating to subcontractors set 
forth in brackets on that form. 

(b) Payments from the controlled ac¬ 
count shall be made directly to the sub¬ 
contractor for whose benefit the partial 
payment is made or through intervening 
subcontractors, as the contracting officer 
shall deem appropriate. Such controlled 
payments may be made without the cer¬ 
tificates of intervening contractors, pro¬ 
vided that sufficient other information 
justifying such payments is available. 


§ 843.368 Authority to make partial 
payments; procedures for reimbursement 
of partial and final payments. L JTR 3681 

§ 843.368-1 Delegation of authority to 
make partial payments. Authorization 
under § 846.642 to war contractors to 
make final settlements with subcontrac¬ 
tors should generally include an express 
authorization to make partial payments 
not exceeding 10.000 (including all pre¬ 
vious unliquidated partial payments and 
advances) to any applicant therefor un¬ 
der any one termination claim. War 
contractors who have been so authorized 
to make partial payments should make 
such payments available to subcontrac¬ 
tors on substantially the terms and con¬ 
ditions prescribed by this subchapter. 
In such cases, partial payments may be 
made in accordance with the terms of the 
authorization and without obtaining the 
contracting officer’s approval of the par¬ 
ticular payment. [JTR 368.1] 

§ 843.368-2 Reimbursement for par¬ 
tial or final payments made to lower tier 
subcontractors. Where a war contractor 
has made partial or final payments from 
a fund created for the benefit of subcon¬ 
tractors by a direct loan, pursuant to 
§ 843.364-4, or has made partial pay¬ 
ments from his own funds under an ex¬ 
press authorization pursuant to §5 843.- 
368 to 843.368-2, he may include in an 
application for a partial payment a re¬ 
quest for the full amount of such pay¬ 
ments. In applying for a partial pay¬ 
ment for any of these purposes, the war 
contractor should list the amount re¬ 
quired as Other Costs on line 7 of column 
A of the application form and should 
support the application by a list showing 
the partial payments which have been so 
made and their amounts, and, in the 
case of final payments to subcontractors, 
a list of the subcontracts settled and their 
amounts. [JTR 368.2] 

§ 843.369 Effect of payments to sub¬ 
contractors. (a) Where any partial pay¬ 
ment by a war contractor to a subcon¬ 
tractor is authorized or approved by the 
contracting officer, the war contractor 
making it is not liable for the repay¬ 
ment of any excess in the absence of 
fraud on his part; such excess is treated 
as a loan from the Government to the 
subcontractor receiving the payment, re¬ 
payable by the subcontractor directly to 
the Government together with the pen¬ 
alty imposed by section 9 (b) of the act. 

(b) Where any partial payment made 
by a war contractor without prior author¬ 
ity or approval is subsequently ratified 
by the contracting officer, that payment 
has the same effect, under section 9 (b) 
of the act, as a partial payment made 
with his specific approval. 

(c) Releases from a controlled account 
may be considered as authorizations, ap¬ 
provals or ratifications only when spe¬ 
cifically so stated by the contracting offi¬ 
cer. 

(d) A partial payment made pursuant 
to a general delegation of authority un¬ 
der § 843.368 has the same effect as a 
payment made with the specific approval 
of the contracting officer. [JTR 3691 


Part 844—Termination Inventory 
S ec. 

844.400 Scope of part. 

844.400- 1 Application to termination in¬ 

ventory. 

844.400- 2 Application to other property in 

possession of war contractor. 

844.400- 3 Property excluded. 

SUBPART A—GENERAL POLICIES 

844.410 Scope. 

844.411 Basic policy. 

844.412 Supply contract provisions on re¬ 

tention and sale. 

844.412- 1 Fixed-price prime contracts. 

844.412- 2 Cost-plus-a-fixed-fee prime con¬ 

tracts. 

844.412- 3 Subcontracts. 

844.413 Statutory duty of Government to 

store or to remove. 

844.414 Disposition not to delay settle¬ 

ment or removal. 

844.415 Representatives of the contracting 

officer. 

844.415- 1 War. 

844.415- 2 Navy. 

844.416 Pretermination action. 

844.417 Determination of allocabillty. 

844.417- 1 General basis. 

844.417- 2 Common item. 

844.417- 3 Allocabillty among several termi¬ 

nated contracts. 

844.417- 4 Materials in excess of CMP and 

other WPB regulations. 

844 418 Diversion of material and sub¬ 
contracts to continuing war 
contracts. 

844.418- 1 General. 

844.418- 2 Diversion of contractor-owned 

material. 

844.418- 3 Diversion of Government-owned 

material. 

844.418- 4 Diversion of subcontracts. 

SUBPART B—SUBMISSION OP TERMINATION 
„ INVENTORY SCHEDULES 

844.420 8cope. 

844.421 Schedules not required on Form 

la. 

844.422 Prescribed forms of termination 

inventory schedules. 

844.422- 1 Forms for terminated fixed-price 

supply war contracts. 

844.422- 2 Use of forms for cost-plus-a-flxcd- 

fee supply war contracts. 

844.422- 3 Use of forms for listing facilities. 

844.422- 4 Use of forms for other contractor 

inventory. 

844.423 Time and purpose of submitting 

termination inventory sched¬ 
ules. 

844.423- 1 In support of settlement proposal. 

844.423- 2 To facilitate disposition. 

844.423- 3 To start plant clearance; storage 

or removal by the Government. 

844.424 To whom schedules submitted. 

844.424- 1 By prime contractors. 

844.424- 2 By subcontractors. 

844.425 Requirements as to form of ter¬ 

mination inventory schedules. 

844.425- 1 General. 

844.425- 2 Description of items. 

844.425- 3 Classification of items. 

844.426 Termination inventory schedule 

certificate. 

844.426- 1 Certificate to accompany all 

schedules. 

844.426- 2 Tender of title. 

844.426- 3 Statement of storage space 

844.426- 4 Change of certificate accompany¬ 

ing unclassified schedules. 

844.427 Acceptance of schedules as satis¬ 

factory in form for storage or 
removal. 

844.427- 1 Meaning of satisfactory in form. 

844.427- 2 Return of schedules not found 

satisfactory. 
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Sec. 

844.428 Notification to war contractor of 
items to be scrapped, retained, 
or required by the Government. 

SUBPART C—PRICE POLICIES AND REGULATIONS OP 
OTHER GOVERNMENT AGENCIES 


844.430 

644.431 

844.432 


844.432- 1 

844.432- 2 

844.432- 3 

844.432- 4 

844.433 

844.434 

844.434- 1 

844.434- 2 

844.434- 3 

844.435 


844.435- 1 

844.435- 2 

844.435- 3 

844.436 

844.436- 1 

844.436- 2 

844.436- 3 

844.436- 4 

844.437 


Scope. 

General price policies. 

Price policies of the Surplus War 
Property Administration. 

General. 

Waiver and modification. 

The best price obtainable. 

Determination of cost of material. 

Price policy when termination 
claim is less than $10,000. 

Price policies for scrap when 
claim is $10,000 or more. 

Determination of prices. 

Scrap warranty. 

Release of scrap warranty. 

Price policies for material other 
than scrap when claim is $10,000 
or more. 

Crude or simple raw materials. 

Used production equipment. 

Other materials. 

Regulations of Office of Price Ad¬ 
ministration. 

General. 

Retention or sale of termination 
inventory at acquisition cost. 

Exemptions from price ceilings. 

Reliance on buyer’s certificate. 

War Production Board regulations. 


SUBPART D—DISPOSITION OP TERMINATION IN¬ 
VENTORY I AUTHORITY OF WAR CONTRACTORS 


844.440 

844.441 

844.442 

844.442- 1 

844.442- 2 

844.442- 3 

844.442- 4 

844.442- 5 

844.442- 6 

844.442- 7 
844 442-8 

844.443 

844.444 

844.444- 1 

844.444- 2 

844.445 

844.446 

844.446- 1 

844.446- 2 

844.446- 3 

844.446- 4 


Scope. 

General restrictions on disposition 
of termination inventory. 

Authority of war contractors to 
dispose of termination inven¬ 
tory without approval of con¬ 
tracting officers. 

Disposition of items at inventory 
cost. 

Disposition of items under $100. 

Disposition of termination inven¬ 
tory when subcontractor’s claim 
is less than $10,000. 

Disposition of termination inven¬ 
tory when subcontractor’s claim 
is $10,000 or more. 

Authority for determination and 
disposition of scrap. 

Restrictions applicable to dispo¬ 
sitions made under this section. 

Acceptance of sales and retentions 
by Government. 

Revocation of authority of war 
contractor. 

Dispositions with approval of con¬ 
tracting officer. 

Disposition of termination inven¬ 
tory where title is in the Gov¬ 
ernment. 

Authority for disposition. 

Application of proceeds. 

Sales on credit. 

Disposition of termination inven¬ 
tory on settlement. 

Accounting for termination in¬ 
ventory on settlement with 
prime contractor. 

Evidence required on settlement 
with prime contractor. 

Disposition of termination inven¬ 
tory on settlement with subcon¬ 
tractor. 

Undelivered termination inven¬ 
tory. 


SUBPART E — DISPOSITION OP TERMINATION 
INVENTORY: AUTHORITY of government 
personnel 


844.450 Scope. 

844.451 Redistribution within War or 

Navy Departments. 

844.451-1 Within the War Department. 


Sec. 

844.451-2 

844.452 

844.453 

844.453- 1 

844.453- 2 

844.453- 3 

844.453- 4 

844.453- 5 


844.454 

844.454- 1 
844454-2 

844.454- 3 
844455 
844455-1 
844455-2 
844455-3 
844456 
844456-1 
844456-2 
844457 
844457-1 
844 457-2 

844 457-3 

844 457-4 


844457-6 


Within the Navy Department. 

Dispositions under other regula¬ 
tions. 

Scrap determination and disposi¬ 
tion. 

General. 

Scrap determination. 

Authority to discard or abandon 
worthless Items. 

Disposal of scrap. 

Consultation with Regional Offices 
of Reconstruction Finance Cor¬ 
poration. 

Authority of contracting officers to 
make and approve dispositions. 

General. 

W'ar. 

Navy. 

Review by disposal boards. 

Establishment of disposal boards. 

Dispositions subject to review. 

Dispositions not subject to review. 

Disposition of stockpile materials. 

Within the War Department. 

Within the Navy Department. 

Surplus termination inventory. 

General. 

Disposition of surplus nominal 
quantities. 

Reporting to disposal agency un¬ 
der special arrangements. 

Reporting to disposal agency In 
the absence of special arrange¬ 
ments. 

Action after reporting surplus ter¬ 
mination inventory. 


SUBPART P—STORAGE AND REMOVAL 


844460 

844461 

844462 
844463 
844 464 


844465 

844465-1 

844465-2 


844.465-3 


844.465- 4 

844466 

844466-1 

844.466- 2 

844.466- 3 
844 467 


Scope. 

Duty to store or to remove termi¬ 
nation Inventory within sixty 
days. 

Transfer of title to termination 
inventory to the Government. 

Contractor’s right to store at his 
own risk. 

War contractor’s right to remove 
and store for account and at 
risk of Government. 

Storage by the Government. 

General. 

Storage with war contractor un¬ 
der standard storage agree¬ 
ments. 

Temporary storage under settle¬ 
ment agreement with prime 
contractor. 

Temporary storage with subcon¬ 
tractor. 

Removal by the Government. 

Preparation of material for re¬ 
moval. 

Acknowledgment of receipt for 
material removed. 

Removal of unallocable material. 

Verification of material for stor¬ 
age or removal by the Govern¬ 
ment. 


SUBPART G-SPECIAL TOOLING 

844.470 Scope. 

844471 Protection of Government’s Inter¬ 
est. 

844471-1 Definition of special tooling. 

844.471-2 Duty of protecting the Govern¬ 
ment’s interest. 

844471-3 Methods of protecting the Gov¬ 
ernment’s interest. 


SUBPART H—SPECIAL FACILITIES 

844480 Scope. 

844.481 Protection of Government’s in¬ 

terest. 

844481-1 Definitions. 

844481-2 Determination of “special facil¬ 

ity”. 

844481-3 Methods of protecting the Gov¬ 
ernment’s interest. 

844481-4 Allocation of “loss of useful 

value”. 


SUBPART I—WAR DEPARTMENT ACCOUNTABILITY 
FOR TERMINATION INVENTORY 

Sec. 

844 490 Scope. 

844491 Accountability defined. 

844492 Designation of accountable prop¬ 
erty officers. 

844.493 Assumption of accountability. 
844 493-1 Termination inventory acquired 

from war contractors. 

844493-2 Government furnished termina¬ 
tion inventory. 

844.494 Property accounting records. 
844494-1 Purposes. 

844.494-2 Jacket file records. 

844494-3 Cost-plus-a-fixed-fee prime con¬ 
tracts. 

844494-4 Storage installations. 

844495 Relief from accountability. 
844495-1 Shipments of termination inven¬ 
tory on War Department order. 
844495-2 Shipments of termination inven¬ 
tory on disposal agency order. 
844495-3 Losses in storage. 

844495-4 Discrepancies disclosed upon re¬ 
moval of termination Inventory 
acquired under final settlement 
agreement. 

844495-5 Disposition of scrap. 

844.496 Discrepancies incident to ship¬ 
ments. 

844496-1 Receiving procedures. 

844.496- 2 Termination inventory received at 

War Department installations. 
844.498-3 Termination inventory received at 
commercial warehouses. 

844.496- 4 Discrepancies reported by Govern¬ 

ment agencies outside the War 
Department. 

844497 Accountability for material nel- 
'' thcr stored with war contractor 
nor removed from war contrac¬ 
tor’s premises. 

§ 844.400 Scope of part . [JTR 400] 

§ 844400-1 Application to termina¬ 
tion inventory . The act provides for the 
expeditious removal from war plants of 
termination inventory not retained or 
sold by war contractors. This part deals 
with the preparation and submission of 
termination inventory schedules and the 
disposition, storage, or removal of ter¬ 
mination inventory. [JTR 400.1] 

§ 844.400-2 Application to other prop¬ 
erty in possession of war contractor. 
The provisions of this part also apply, 
to the extent practicable, to the follow¬ 
ing types of property in possession of 
war contractors, unless otherwise di¬ 
rected by the chief of the service or 
bureau: 

(a) Government-furnished material 
and equipment related to a terminated 
war contract of any type; 

A) Material (including Government- 
furnished material and equipment) al¬ 
locable to a war contract of any type, 
but no longer required for its perform¬ 
ance as a result of any change in the 
specifications or plans thereunder; 

(c) Government-owned material no 
longer required or in excess of the 
amounts needed to complete perform¬ 
ance of a war contract; except that 
§§ 844.413 and 844.427 and the provisions 
of Subpart F regarding storage and re¬ 
moval by the Government shall apply 
to such material only with the approval 
of the contracting officer. [JTR 400.21 

§ 844.400-3 Property excluded. This 
part does not apply to machinery or 
equipment subject to a separate contract 
or contract provision specifically gov¬ 
erning the use or disposition thereof; 
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nor does it apply to any property which 
has been permanently attached to and 
is a part of real estate. (For the rules 
concerning removal of Government- 
owned plant equipment under War De¬ 
partment contracts, see Subpart F of 
Part 848 of this chapter). IJTR 400.3] 

SUBPART A—GENERAL POLICIES 

§ 844.410 Scope. This subpart con¬ 
tains provisions of general application 
to termination inventory. [JTR 410] 

§ 844.411 Basic policy, (a) Under 
the act, when a war contract is termi¬ 
nated the war contractor is entitled to 
fair compensation, including the cost of 
material allocable to the terminated por¬ 
tion of the contract. As an incident to 
the allowance of such fair compensation, 
the war contractor is required either to 
deliver the material for which compen¬ 
sation is allowed or to credit in the ter¬ 
mination settlement the agreed value of 
material retained and the proceeds of 
material sold. The policy of the Gov¬ 
ernment is (1) to encourage a war con¬ 
tractor to retain or sell as much termi¬ 
nation inventory as possible at prices 
which are fair and reasonable and in 
compliance with established Govern¬ 
ment regulations, and (2) to assure the 
expeditious removal from the war con¬ 
tractor’s premises of termination inven¬ 
tory not so retained or sold. 

(2) Sections 34 and 35 of the Surplus 
Property Act of 1944 (Public Law 457, 
78th Congress, approved October 3, 1944 > 
continue in effect the existing policies 
and procedures and the authority for the 
disposition of property under other laws 
and regulations until the Surplus Prop¬ 
erty Board adopts regulations modifying 
such policies and procedures, or regulat¬ 
ing such authority. Accordingly, the 
provisions of this part are based upon 
such existing policies, procedures and au¬ 
thority. This part will be modified ap¬ 
propriately whenever the Surplus Prop¬ 
erty Board adopts regulations affecting 
the provisions of the part. 

(3) Regulation No. 10 of the Office of 
Contract Settlement establishes basic 
policies, procedures, and standards relat¬ 
ing to the removal of termination inven¬ 
tory from plants of war contractors, 
f JTR 411] 

§ 844.412 Supply contract provisions 
on retention and sale. [JTR 412] 

§ 844.412-1 Fixed-price prime con¬ 
tracts. The uniform termination article 
for use in fixed-price supply prime^on- 
tracts provides in part as follows: 

(b) After receipt of a Notice of Termina¬ 
tion and except as otherwise directed by the 
contracting officer, the contractor Bhall 
• * • (6) transfer title and deliver to the 

Government in the manner, to the extent 
and at the times directed by the contracting 
officer (i) the fabricated or unfabricated 
parts, work in process, completed work, sup¬ 
plies and other material produced as a part 
of, or acquired in respect of the performance 
of, the work terminated In the Notice of 
Termination, and (il) the plans, drawings, 
information and other property which, if 
the contract had been completed, would be 
required to be furnished to the Government; 
(7) use his best efforts to sell in the manner, 
to the extent, at the time, and at the price 
or prices directed or authorized by the con¬ 
tracting officer, any property of the types 
referred to In subdivision (6) of this para¬ 


graph: Provided, however , That the contrac¬ 
tor (i) shall not be required to extend credit 
to any purchaser and (11) may retain any 
such property at a price or prices approved 
by the contracting officer; • • • 

Earlier termination articles contained 
similar provisions. IJTR 412.1] 

§ 844.412-2 Cost - plus - a - fixed - fee 
prime contracts. The uniform termina¬ 
tion article for use in cost-plus-a-flxed- 
fee supply prime contracts contains pro¬ 
visions substantially the same as the 
provisions of the fixed-price contract ar¬ 
ticle quoted in § 844.412-1. Under cost- 
plus-a-fixed-fee prime contracts, as well 
as certain fixed-price prime contracts 
which provide specifically therefor, title 
to the property acquired in connection 
with the performance of the contract is 
vested in the Government. Such prop¬ 
erty may, however, be retained or sold by 
the prime contractor as set forth in 
§ 844.444. [JTR 412.2] 

§ 844.412-3 Subcontracts. The ap¬ 
proved termination article for fixed- 
price supply subcontracts provides in 
part as follows: 

(c) With the consent of the buyer, the 
seller may retain at an agreed price or sell 
at an approved price any completed articles, 
or any articles, materials, work in process or 
other things the cost of which is allocable or 
apportion able to this order • * *. and 

will credit or pay the amounts so agreed or 
received as the buyer directs. As directed by 
the buyer, the seller will transfer title to. and 
make delivery of, any 6uch articles, materials, 
work in process or other things not so re¬ 
tained or sold. Appropriate adjustment will 
be made for delivery costs or savings therein. 

[JTR 412.3] 

§ 844.413 Statutory duty of Govern¬ 
ment to store or to remove . Section 12 of 
the act provides that a war contractor 
may submit a statement listing items of 
his termination inventory which he de¬ 
sires the Government to remove. This 
statement (termination inventory sched¬ 
ule) must be prepared in the form and 
detail and must be submitted in the 
manner prescribed in this regulation. 
Within sixty days, or such longer time as 
may be agreed, after the war contractor 
submits a termination inventory sched¬ 
ule in satisfactory form, the Government 
is under a duty to store or to remove the 
listed items not retained or sold. [JTR 
413] 

§ 844.414 Disposition not to delay set¬ 
tlement or removal. The act provides 
that the contracting officer shall not 
postpone or delay a termination settle¬ 
ment beyond the plant clearance period 
referred to in § 844.413 for the purpose 
of awaiting disposal by the war con¬ 
tractor or by the Government of any ter¬ 
mination inventory listed in a termina¬ 
tion inventory schedule. In carrying out 
the policy of expeditious plant clearance, 
removal of termination inventory should 
not be impeded by concentration of 
effort on disposition of the inventory. 
[JTR 414J 

§ 844.415 Representatives of the con¬ 
tracting officer. [JTR 415] 

§ 844.415-1 War. (a) The functions 
assigned the contracting officer under 
this part may be delegated by him or may 
be divided by the service among any 


military or civilian personnel, such as 
termination contracting officers, prop¬ 
erty disposal officers, accountants, in¬ 
spectors, and others. As used in this 
part, the term “contracting officer” in¬ 
cludes all such persons. 

(b) In the interest of expeditious plant 
clearance and prompt disposition of ter¬ 
mination inventory, on his own initia¬ 
tive or at the request of a war contrac¬ 
tor, the contracting officer may authorize 
a local representative to act for him in 
the district or geographical area in which 
the war contractor’s plant is located. 
[JTR 415.1 J 

§ 844.415-2 Navy, (a) In the Navy 
Department certain functions of the con¬ 
tracting officer relating to the handling 
of termination inventory are specifically 
assigned to the Navy Material Redis¬ 
tribution and Disposal Administration or 
to Navy material inspectors. As used in 
this part, the term “contracting officer” 
includes the representatives of the 
NMR&DA and Navy material inspectors 
authorized to perform these functions. 

(b) The NMR&DA has exclusive au¬ 
thority to make or approve dispositions of 
termination inventory (including disposi¬ 
tion of material as scrap), and to arrange 
for storage or removal of termination 
inventory not retained by the war con¬ 
tractor or otherwise disposed of; subject 
only to the authority of the contracting 
officer to dispose of material to a war 
contractor or to require the transfer of 
material to the Government as set forth 
in § 844.454-3. 

(c) As set forth in § 842.253-3. the 
Navy material inspector cognizant of a 
particular war contractor is a general 
representative of the contracting officer 
in the field, unless the contracting officer 
specifically limits or withdraws such 
authority in a particular case. The cog¬ 
nizant Navy material inspector’s specific 
responsibilities in connection with the 
handling of termination inventories are 
as follows: 

(1) He will notify the local representa¬ 
tive of the NMR&DA immediately after 
receipt of a copy of the termination 
notice in each case where it appears that 
action may be required to be taken for 
the disposition of termination inventory, 
so that, if possible, the NMR&DA rep¬ 
resentative can carry out disposition 
operations with the war contractor prior 
to submission of termination inventory 
schedules. 

(2) He is authorized to receive termi¬ 
nation inventory schedules from the war 
contractor and to advise the war con¬ 
tractor in their preparation. He will 
deliver copies of such schedules to the 
local NMR&DA representative for dis¬ 
position purposes. 

(3) He is authorized to determine 
when termination inventory schedules 
are satisfactory in form for storage or 
removal purposes and will notify the local 
representative of the NMR&DA of the 
receipt of such schedules, in order that 
storage or removal arrangements may be 
made within the plant clearance period. 
The Navy material inspector will, when¬ 
ever possible, seek the advice of the local 
NMR&DA representative in examining 
inventory schedules to determine whether 
they are satisfactory in form. 
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(4) He will see that the war contractor 
lists Government-owned material and 
production and supply items separately, 
and he will transmit lists of such ma¬ 
terial in accordance with instructions 
from the contracting officer or cognizant 
bureau. 

<5> He will refer to the contracting 
officer any significant items which in his 
Judgment the cognizant bureau may wish 
to retain. In this connection, he may 
seek the advice of the local NMR&DA 
representative and must coordinate his 
work with the disposition operations of 
the NMR&DA representative. 

(6) He will arrange for the removal or 
transfer of items of termination inven¬ 
tory required by the bureau for produc¬ 
tion or supply purposes, or for the trans¬ 
fer or other disposition of significant 
items referred to the bureau, when di¬ 
rected by the contracting officer. 

<7) He will, in connection with the 
preparation of his comments on the 
settlement proposal, give the contracting 
officer and the local NMR&DA repre¬ 
sentative his comments as to whether the 
material claimed to be termination in¬ 
ventory is properly allocable to the ter¬ 
minated w T ar contract. fJTR 415.2] 

§ 844.416 Pretermination action. The 
Surplus Property Act of 1944 provides 
that, so far as possible, decisions should 
be made in advance of termination for 
the disposition and removal of termi¬ 
nation inventories without delay when 
termination occurs. It further provides 
that, in advance of termination, to the 
maximum extent practicable, each con¬ 
tracting agency shall advise its war con¬ 
tractors of the classes of termination in¬ 
ventory the contracting agency will wish 
to retain fqj: military purposes. Chiefs 
of services or bureaus and war contrac¬ 
tors should not delay action that may be 
taken appropriately in advance of ter¬ 
mination in accordance with the provi¬ 
sions of Subpart B of Part 842 of this 
chapter. [ JTR 4161 

§ 844.417 Determination of allocabit- 
ity. I JTR 4171 

§ 844.417-1 General basis. Material 
claimed to be termination inventory 
must be properly allocable, both as to 
type and quantity, to the terminated 
war contract. In the case of a prime 
contract, the contracting officer must de¬ 
termine allocability. In the case of a 
subcontract, the next higher tier war 
contractor must determine allocability, 
subject to approval by the contracting 
officer when approval of the settlement 
is required. LJTR 417.1] 

§ 844.417-2 Common items. Items 
which are reasonably usable on other 
work of the war contractor because they 
are materials, parts, or components, 
common in nature to both the termi¬ 
nated contact and other work of the con¬ 
tractor, should not be listed on termina¬ 
tion inventory schedules, nor should any 
costs with respect thereto be included in 
his settlement proposal, to the extent 
that the items are reasonably applicable 
to the contractor’s other work. The 
foregoing provision is not intended to 
prevent a war contractor from listing 
properly allocable items which cannot be 
used on other work except at a loss to 


the contractor. For further instructions 
regarding common items, see Termina¬ 
tion Cost Memorandum No. 3, Regulation 
No. 14 of the Office of Contract Settle¬ 
ment. [JTR 417.2J 

§ 844.417-3 Allocability among several 
terminated contracts. Where the chief 
of a service or bureau determines that 
termination inventory allocable to two 
or more terminated war contracts can¬ 
not be allocated accurately among such 
contracts without unreasonable delay or 
effort by the war contractor or the Gov¬ 
ernment, he may authorize the alloca¬ 
tion, of such inventory among such con¬ 
tracts on any reasonable basis without 
attempting to determine accurately the 
amount allocable to each contract. 
LJTR 417.3] 

§ 844.417-4 Materials in excess of 
CMP and other WPB regulations. Mate¬ 
rials may be determined to be allocable 
to a terminated war contract without 
deciding whether they exceed any 
amount permitted under CMP or other 
regulations or orders of the War Pro¬ 
duction Board. The War Production 
Board is responsible for enforcing its 
regulations and orders. Contracting 
officers do not have such responsibility. 
LJTR 417.4] 

§ 844.418 Diversion of material and 
subcontracts to continuing war con¬ 
tracts. LJTR 418J 

§ 844.418-1 General, (a) It is the 
policy of the Government to utilize mate¬ 
rial or subcontracts, upon the termina¬ 
tion of war contracts, for continuing 
war production. A war contractor 
should, whenever practicable, divert 
termination inventory and subcontracts 
under terminated war contracts to his 
other war contracts or to those of an¬ 
other war contractor. Diversions should 
be made to continuing war contracts (1) 
with the War or Navy Department in ac¬ 
cordance with this subchapter, or (2) 
with any other Department of the Gov¬ 
ernment in accordance with this sub¬ 
chapter and any applicable regulation of 
such other Department. 

(b) If the war contract to w r hich such 
material has been diverted is thereafter 
terminated, the w r ar contractor will be 
entitled in the settlement of that con¬ 
tract to reimbursement for the material 
so diverted to the extent that such ma¬ 
terial is within the reasonable quanti¬ 
tative requirements for completion of 
that contract, even though production 
schedules are anticipated or exceeded as 
a result of such diversion. LJTR 418.1] 

§ 844.418-2 Diversion of contractor- 
owned material, (a) Where a war con¬ 
tractor diverts material to any of his 
continuing war contracts and the mate¬ 
rial is not treated as a common item 
under § 844.417-2, its cost may be in¬ 
cluded in the settlement of the termi¬ 
nated contract and a value agreed upon 
for its retention. In the event of subse¬ 
quent termination of the continuing 
contract, the agreed value may be in¬ 
cluded in arriving at the cost of the ma¬ 
terial chargeable to the continuing 
contract. 

(b) Where a saving to the Govern¬ 
ment may be effected, a war contractor 
should divert material from a terminated 


war contract to his continuing war con¬ 
tracts even if it necessitates the termina¬ 
tion of subcontracts under such continu¬ 
ing contracts. The charges incurred by 
reason of the termination of such sub¬ 
contracts may be dealt with in either of 
the following ways: 

(1) The war contractor may take such 
termination charges into consideration 
when calculating the amount at which 
he will agree to retain the material for 
diversion to the continuing contract. If 
the continuing contract is later termi¬ 
nated, such agreed value plus such ter¬ 
mination charges may be included in ar¬ 
riving at the cost of the material charge¬ 
able to the continuing war contract. 

(2) The termination charges may be 
included in the termination claim under 
the original terminated war contract, in 
which event they shall not be considered 
in determining any agreed value at which 
the materia] is diverted to the continuing 
contract, nor shall they be included in 
arriving at the cost of the material to be 
included in £ later termination settle¬ 
ment of the continuing war contract. 

(c) Where termination inventory is 
transferred to another war contractor 
for use in connection with a fixed-price 
war contract, the transaction constitutes 
a sale rather than a diversion. If a sav¬ 
ing to the Government may be effected, 
however, such transfer of material may 
be made even if it necessitates the termi¬ 
nation of subcontracts of the other war 
contractor, and the cost of such termi¬ 
nation may be taken into consideration 
in arriving at the proper price at which 
the material may be transferred, or may 
be paid by the Government when the 
contracting officer so determines. 

(d) For purposes of applying price 
policies or of determining whether re¬ 
view or approval of a retention or sale 
is required, where the amount at which 
material is retained or sold takes into 
consideration charges for the termina¬ 
tion of subcontracts, the price will be 
deemed to be the price at which the ma¬ 
terial is retained or sold, exclusive of such 
termination charges. 

(e) If the price at which material is 
diverted to a continuing war contract 
cannot readily be agreed upon in advance 
of delivery owing to considerations be¬ 
yond the control of the war contractor 
and induced by the nature of the trans¬ 
action, diversion of the material may 
nevertheless be made. In such case, 
provision may be made for pricing by 
mutual agreement at a future time not 
beyond the expiration of the continuing 
war contract or the termination settle¬ 
ment thereof if it is subsequently termi¬ 
nated. LJTR 418.2J 

§ 844.418-3 Diversion of Government- 
owned material. Government-owned 
material remaining after termination of 
a war contract should be diverted by a 
transfer of accountability to continuing 
cost-plus-a-flxed-fee or other war con¬ 
tracts which by their provisions vest title 
to material in the Government, or should 
be diverted as Government-furnished 
material or equipment to fixed-price war 
contracts. [JTR 418.3] 

§ 844.418-4 Diversion of subcontracts. 
(a) War contractors should, so far as 
practicable, divert subcontracts from ter- 
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minated war contracts to continuing war 
contracts of the same or other war con¬ 
tractors where a saving to the Govern¬ 
ment may be effected and where the ma¬ 
terial covered by the subcontracts will 
be within the reasonable quantitative re¬ 
quirements for the completion of the 
continuing contract. 

(b) Where the transfer of a subcon¬ 
tract to a continuing contract of the 
same war contractor necessitates the ter¬ 
mination of existing subcontracts under 
the continuing contract, the termination 
charges thereon may be included in the 
war contractor's termination claim un¬ 
der the original terminated war contract. 

(c) If the transfer of a subcontract to 
a continuing war contract of another war 
contractor necessitates the termination 
of existing subcontracts under the con¬ 
tinuing contract, the termination 
charges may either (1) be reimbursed by 
the Government to the continuing war 
contractor with the approval of the con¬ 
tracting officer for that contract, or (2) 
be assumed by the war contractor under 
the original terminated war contract and 
included in his termination claim when 
this may be accomplished with the agree¬ 
ment of all parties concerned. [JTR 
418.4] 

SUBPART B—SUBMISSION OF TERMINATION 
INVENTORY SCHEDULES 

§ 844.420 Scope. This subpart covers 
the preparation and submission of ter¬ 
mination inventory schedules (a) to sup¬ 
port the war contractor’s settlement pro¬ 
posal, (b) to facilitate the disposition of 
termination inventory, and (c) to pro¬ 
vide the information necessary for stor¬ 
age or removal by the Government. 
1 JTR 4201 

§ 844.421 Schedules not required on 
Form la. Whenever the proposal for 
settlement of a terminated fixed-price 
war contract is to be submitted on the 
.Short Form la, no termination inventory 
schedules are required. This form is 
available for use only if the war contrac¬ 
tor will retain or dispose of all termina¬ 
tion inventory and the net amount of the 
proposed settlement is less than $1,000. 
r rhe war contractor will state briefly on 
the form the nature of the inventory, how 
much of it was sold and how much re¬ 
tained, and the manner in which sales 
prices and the value of inventory re¬ 
tained were determined. Acceptance of 
a settlement proposal on this form will 
constitute approval of the price which 
the war contractor offers for the entire 
inventory, including the proceeds of any 
sales which he has made. I JTR 4211 

§ 844.422 Prescribed forms of termi¬ 
nation inventory schedules . [JTR 422] 

§ 844.422-1 Forms for terminated 
f.xzd-price supply war contracts. The 
following termination inventory sched¬ 
ules (reproduced in § 849.962) have been 
approved by the Office of Contract Settle¬ 
ment for use with the Standard Forms 
for settlement proposals under fixed- 
price war supply contracts (other than 
the Short Form la): 

Form 2a—Metals (in mill product form). 

Form 2b—Raw Materials (other than 
metals), Purchared Parts, Finished Compo¬ 
nents, Finished Product, and Miscellaneous. 

Form 2c—Work In Process. 


Form 2d—Dies, Jigs, Fixtures, etc., and 
Special Tools. 

IJTR 422.1] 

§ 844.422-2 Use of forms for cost- 
plus-a-fixed-fee supply war contracts. 
The termination inventory schedules re¬ 
ferred to in § 844.422-1 may be used by 
war contractors under cost-plus-a-flxed- 
fee war supply contracts for purposes of 
disposal, storage, or removal of termi¬ 
nation inventory. The chief of a service 
or bureau may require the form to be 
used for such purposes for war contracts 
under his administration. Where the 
forms are used for such purposes, (a) 
the certificate set forth in § 849.962-3 
should be modified as applied to items, 
title to which has passed to the Govern¬ 
ment, to eliminate the statement by the 
contractor that the quantities are not in 
excess of the reasonable quantitative re¬ 
quirements of the terminated portion of 
the contract and that title is tendered to 
the Government, and (b) the contracting 
officer may permit the cost data to be 
eliminated or may modify the extent to 
which cost data must be supplied. 
IJTR 422.2] 

8 844.422-3 Use of forms for listing 
facilities. War contractors will not list 
Government-owned facilities on the ter¬ 
mination inventory schedules, unless the 
contracting officer so directs. [JTR 
422.31 

§ 844.422-4 Use of forms for other 
ccntractor inventory. The chief of a 
service or bureau may authorize or re¬ 
quire the termination inventory sched¬ 
ules to be used for listing other contrac¬ 
tor inventory of the types referred to in 
§ 844.400-2 for purposes of disposal, stor¬ 
age, or removal. [JTR 422.4] 

§ 844.423 Time and purpose of sub¬ 
mitting termination inventory schedules. 
[JTR 423J 

§ 844.423-1 In support of settlement 
proposal. To support the war contrac¬ 
tor's settlement proposal on a Standard 
Form (other than the Short Form la), 
complete termination inventory sched¬ 
ules must be submitted with the final set¬ 
tlement proposal or prior to its submis¬ 
sion, except as otherwise provided in 
§ 845.526. IJTR 423.1] 

§ 844.423-2 To facilitate disposition. 
In order to obtain prompt approval of 
scrap recommendations or proposed re¬ 
tentions or sales of material, a war con¬ 
tractor may submit termination inven¬ 
tory schedules at any time. For this 
purpose, the war contractor will indi¬ 
cate on his schedules (a) items he recom¬ 
mends scrapping, (b) items he offers to 
retain or sell, and (c) the proceeds of 
authorized sales and credits for author¬ 
ized retentions. To facilitate disposition 
of termination inventory, the submission 
of the schedules need not be delayed 
until the preparation or submission of 
the war contractor's complete settle¬ 
ment proposal, nor should inventory 
schedules be delayed in order to supply 
complete cost data on items of work in 
process where this is not readily avail¬ 
able. In such cases estimated costs 
should be given or the war contractor 
should group items which are determined 
to be scrap as provided in § 844.425-2. 
Cost data on raw materials and pur¬ 


chased parts are generally available and 
should be given. Partial schedules cov¬ 
ering substantial portions of termination 
inventory may be submitted. [ JTR 423.2 ] 

§ 844.423-3 To start plant clearance; 
storage or removal by the Government. 
The plant clearance period referred to 
in § 844.413 shall be deemed to com¬ 
mence. as to items listed on a termina¬ 
tion inventory schedule, on the date the 
contracting officer (in the case of the 
Navy, the cognizant Navy material in¬ 
spector) receives the schedule in form 
which he determines to be satisfactory 
for storage or removal purposes in ac¬ 
cordance with § 844.427. In order to start 
the running of the plant clearance period 
a war contractor may submit a termina¬ 
tion inventory schedule at any time. 
For this purpose, partial schedules cov¬ 
ering substantial portions of termina¬ 
tion inventory may be submitted. CJTR 
423.3] 

§ 844.424 To whom schedules submit¬ 
ted. I JTR 424] 

§ 844.424-1 By prime contractors. 
Prime contractors will submit termina¬ 
tion inventory schedules for all purposes 
to their contracting officers. Navy prime 
contractors will submit their schedules 
via their cognizant Navy material in¬ 
spectors. I JTR 424.1] 

§ 844.424-2 By subcontractors (a) In 
all cases, subcontractors will submit ter¬ 
mination inventory schedules to the next 
higher tier war contractor. When the 
termination claim of a subcontractor 
under a Navy prime contract is $10 000 
or more, computed according to § 841.122, 
the subcontractor will submit his sched¬ 
ules via his cognizant Navy material in¬ 
spector, who will forward copies of such 
schedules to the next higher tier war 
contractor and to the NMR&DA. 

(b) Where the contracting officer or a 
disposal board must approve a proposed 
scrap determination or the disposition of 
material by a subcontractor, the subcon¬ 
tractor under a War Department prime 
contract will transmit to the contracting 
officer copies of the pertinent schedule 
in addition to the copies of the schedule 
submitted to the next higher tier war 
contractor. A schedule so transmitted 
may be only that part of any schedule on 
which is listed the item or items for the 
proposed scrapping or disposition of 
which approval is required. In the case 
of the Navy, the NMR&DA is responsible 
for approving a scrap determination or 
disposition, and the local NMR&DA offi¬ 
cer will submit the matter to an 
NMR&DA disposal board when approval 
by a disposal board is required. 

(c) The next higher tier war contrac¬ 
tor will not forward termination inven¬ 
tory schedules which he receives from a 
subcontractor except: 

(1) As directed to do so by the con¬ 
tracting officer; or 

(2) In support of the subcontractor's, 
settlement proposal, if the settlement 
with the subcontractor is forwarded for 
review or approval when required under 
§ 846.644. 

(d) If a subcontractor wishes to start 
the running of the plant clearance period 
for material which he desires the Gov¬ 
ernment to store or to remove, he must 
submit copies of termination inventory 
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schedules, satisfactory in form as pro¬ 
vided in § 844.427, to the contracting offi¬ 
cer or to his local authorized representa¬ 
tive. In the case of the Navy, such sched¬ 
ules shall be submitted to the Navy ma¬ 
terial inspector cognizant of the subcon¬ 
tractor's plant. On request, the con¬ 
tracting officer will inform a subcontrac¬ 
tor of the name and address (I) in the 
case of the War Department, of the con¬ 
tracting officer’s authorized representa¬ 
tive, if one has been appointed, for the 
district in which the subcontractor’s 
plant is located, or (2) of the subcon¬ 
tractor's cognizant Navy material inspec¬ 
tor. The notice of termination to the 
subcontractor should include the name 
and address of the contracting officer and 
the number of the prime contract, as 
provided in the standard form of termi¬ 
nation notice prescribed by § 849.942. 
fJTR 424.21 

§ 844.425 Requirements as to'for m of 
termination inventory schedules. [JTR 
425] 

§ 844.425-1 General. Termination in¬ 
ventory must be listed on the appropriate 
schedules referred to in § 844.422. De¬ 
tailed instructions for the use of the 
schedules are contained in the “Instruc¬ 
tions for Use of Standard Contract Set¬ 
tlement Proposal Forms”, set forth in 
§ 849.964. Each schedule must be identi¬ 
fied with the contract number of the 
prime contract. All material listed on a 
schedule must be at the same location. 
Government-owned material (including 
Government-furnished material and 
equipment) should be separately listed 
and marked to show that the items are 
Government-owned. Material subject to 
special arrangements for disposal, as set 
forth in § 844.457-3, or items on a produc¬ 
tion and supply list of a service or bureau, 
should also be separately listed. Where 
several war contracts are grouped for ter¬ 
mination settlement purposes, the con¬ 
tracts shall be identified, but the sched¬ 
ules need not separate material by con¬ 
tracts. LJTR 425.1] 

§ 844.425-2 Description of items, (a) 
The termination inventory schedules 
must contain a separate listing of each 
item of material included, except as pro¬ 
vided in paragraphs (b) and (c) of this 
section. An adequate description of the 
items listed is indispensable to enable 
prospective purchasers to identify par¬ 
ticular items, and to accomplish efficient 
removal or storage of termination in¬ 
ventory. A commercial description of 
all metals and of other items believe to 
have commercial value must be given; 
stock numbers and prefixes, manufac¬ 
turers’ part numbers, and standard cata¬ 
log reference numbers should be supplied. 
For other items, the war contractor need 
furnish only such description as is suf¬ 
ficient to enable the contracting officer 
or next higher tier war contractor to 
determine the appropriate disposition. 
In describing items listed on termination 
inventory schedules, the war contractor 
should be guided by the “Handbook of 
Standards for Describing Surplus Prop¬ 
erty”, prepared by the War Production 
Board. 

(b) If the war contractor believes that 
certain material should be disposed of 
as scrap, he may delay listing such ma¬ 


terial on a termination inventory sched¬ 
ule until after a determination has been 
made, provided he can segregate the 
material so that the contracting officer 
(in the case of the Navy, the NMR&DA) 
or the next higher tier war contractor 
can make a determination as to whether 
or not it should be scrapped. In such a 
case the war contractor must prepare an 
adequate list for use in making a scrap 
determination. The list need not be pre¬ 
pared in the form or detail of a termina¬ 
tion inventory schedule, but should give 
sufficient information to provide a gen¬ 
eral record of the material involved and 
its cost to the war contractor. If the ma¬ 
terial is determined to be scrap, the war 
contractor need not itemize it piece by 
piece when he prepares a termination 
inventory schedule, but may show a 
single descriptive entry for all the ma¬ 
terial, and may indicate its total cost. 

(c) Items having a cost of less than 
$100 need not be listed separately, but 
may be lumped together under a 
“sundry” caption with only a general 
description of the types of items, pro¬ 
vided the aggregate amount of such 
items does not exceed $5,000. or 20 per 
cent of the total inventory cost, which¬ 
ever is less. For this purpose, the term 
“item” means all substantially similar 
articles in the termination inventory at 
any one location. Such listing will be 
deemed satisfactory in form for storage 
or removal purposes, provided that at 
least twenty days before the Govern¬ 
ment would be obligated to store or re¬ 
move items not to be retained or disposed 
of. the war contractor submits a supple¬ 
mentary schedule listing such items with 
an adequate description and classifica¬ 
tion in accordance with paragraph (a) 
of this section and § 844.425-3. [JTR 
425.2) 

§ 844.425-3 Classification of items . 

(a) To aid in selling or storing material 
to be removed from the war contractor’s 
plant by the Government, a classified 
arrangement of listed items is required in 
addition to an adequate description, ex¬ 
cept in the case of work in process or 
other items having no commercial value. 
Detailed instructions for classifying 
items on the termination inventory 
schedules are set forth in Appendix A 
to the “Instructions for Use of Standard 
Contract Settlement Proposal Forms” 
(§ 849.964). 

(b) To expedite the submission of a 
settlement proposal and to avoid classi¬ 
fying items which may be scrapped, re¬ 
tained, or otherwise disposed of, war con¬ 
tractors may submit termination inven¬ 
tory schedules which do not contain the 
prescribed classification of listed items. 
Such a schedule, however, will not be 
deemed satisfactory for storage or re¬ 
moval purposes and the plant clearance 
period referred to in § 844.413 will not 
commence to run with respect to any of 
the items included in such a schedule 
until a supplementary schedule is sub¬ 
mitted containing the prescribed classi¬ 
fication of such items. [JTR 425.3] 

I 844.426 Termination inventory 
schedule certificate. [JTR 426] 

§ 844.426-1 Certificate to accompany 
all schedules. Each termination inven¬ 
tory schedule, or set of schedules sub¬ 


mitted together, must be accompanied 
by a certificate in the form set forth in 
Appendix B to the “Instructions for Use 
of Standard Contract Settlement Pro¬ 
posal Forms” (§ 849.964). [JTR 426.1] 

§ 844.426-2 Tender of title. Govern¬ 
ment officers may rely upon the repre¬ 
sentation of the war contractor in his 
certificate that title to material listed in 
the attached schedules is tendered free 
and clear of all liens and encumbrances. 
Unless otherwise agreed, the Government 
will not accept title until: 

(a) The execution of a standard stor¬ 
age agreement in accordance with 
§ 844.465-2; or 

(b) The execution of a final settlement 
agreement with a war contractor in ac¬ 
cordance with §§ 844.465-3 or 846.662; or 

(c) The execution of a special storage 
agreement with a subcontractor in ac¬ 
cordance with § 844.465-4; or 

(d) Removal by the Government in 
accordance with § 844.466. TJTR 426.2] 

§ 844.426-3 Statement of storage 
space. Where the war contractor indi¬ 
cates in the prescribed form of certifi¬ 
cate that he is willing to negotiate with 
the Government to store all or part of 
the material listed, he should attach a 
statement of the approximate amount 
he is willing to store on acceptable terms. 
[JTR 426.3J 

§ 844.426-4 Change of certificate ac¬ 
companying unclassified schedules. 
Whenever unclassified schedules are sub¬ 
mitted as provided in I 844.425-3, the 
statements regarding storage or removal 
by the Government and tender of title 
by the war contractor contained in the 
second paragraph of the prescribed form 
of certificate should be omitted. I JTR 
426.41 

§ 844.427 Acceptance of schedules as 
satisfactory in form for storage or re¬ 
moval. [JTR 4271 

§ 844.427-1 Meaning of satisfactory In 
form, (a) For termination inventory 
schedules to be acceptable for purposes 
of storage or removal by the Govern¬ 
ment of items listed they must be sub¬ 
mitted in form which the contracting 
officer determines to be satisfactory. 
Such schedules must meet the general 
requirements referred to in § 844.425-1, 
must contain an adequate description 
and classification of all items listed in 
accordance with §§ 844.425-2 and 844.- 
425-3, and must be accompanied by the 
prescribed certificate referred to in 
§ 844.426. 

(b) In addition, in order to obligate 
the Government to store or remove ter¬ 
mination inventory, subcontractors must 
supply a certificate from the next higher 
tier war contractor that in his opinion 
the material listed in the schedules is 
allocable to the subcontractor’s termi¬ 
nated contract, unless the contracting 
officer (or, in the case of the Navy, the 
cognizant Navy material inspector) 
agrees to accept, in lieu of such certifi¬ 
cate, other evidence of allocability which 
he deems satisfactory. If commence¬ 
ment of the plant clearance period will 
be delayed unduly by having to procure 
such a certificate, the subcontractor 
need not include the certificate with his 
original submission, but may submit it at 
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a later date. However, the Government 
will be under no obligation to remove 
termination inventory until twenty days 
after receipt of the certificate (or other 
satisfactory evidence of allocability) or 
until the end of the plant clearance 
period, whichever is the later. 

(c) Acceptance of a termination in¬ 
ventory schedule as satisfactory in form 
for storage or removal purposes will not 
affect the Government's light to require 
additional information on any listed item 
nor prejudice the Government's right to 
contest the allocability of any of the 
items to the terminated war contract. 
IJTR 427.1] 

§ 844.427-2 Return of schedules, not 
found satisfactory. (a> The contracting 
officer (in the case of the Navy, the cog¬ 
nizant Navy material inspector) to whom 
a schedule is submitted will determine 
whether it is satisfactory in form for 
purposes of storage or removal by the 
Government of items listed. If the officer 
to whom a schedule is submitted con¬ 
siders that it is not satisfactory in form 
for purposes of storage or removal, he 
will return the schedule within ten 
days from the time he receives it, with 
a brief statement of its deficiencies. The 
schedule will be deemed to have been 
returned on the date it is mailed or de¬ 
livered by hand to the war contractor. 
Except as provided in paragraph (b) of 
this section, if a schedule is not so re¬ 
turned to the war contractor within ten 
days of its receipt, the schcedule will be 
considered satisfactory in form for pur¬ 
poses of storage or removal and the plant 
clearance period referred to in § 844.413 
will commence to run from the date the 
schedule was first received. 

(b) Where an unclassified schedule is 
submitted without the certificate re¬ 
quired by § 844.426-1. or where a sched¬ 
ule, whether classified or unclassified, is 
submitted with a certificate, but the cer¬ 
tificate has been modified in accordance 
with § 844.426-4, no action need be taken 
to return the schedule as not satisfac¬ 
tory in form for storage or removal 
purposes. [JTR 427.2] 

§ 844.428 Notification to war contrac¬ 
tor of items to be scrapped, retained, or 
required by the Government . Every ef¬ 
fort should be made by the contracting 
officer and the war contractor to deter¬ 
mine which items of termination in¬ 
ventory the Government will require for 
its own use, and which items can be oth¬ 
erwise disposed of prior to the submis¬ 
sion of termination inventory schedules. 
If practicable, within twenty days after 
the contracting officer (in the case of 
the Navy, the cognizant Navy material 
inspector) receives a termination inven¬ 
tory schedule, the war contractor will be 
notified which items the Government 
will require for its use. Except where the 
war contractor is authorized to dispose of 
termination inventory without approval 
of the contracting officer, he will also be 
notified, within such twenty-day period, 
which items may be disposed of as scrap, 
and which items the war contractor will 
be permitted to retain at prices agreed 
upon. The author ity of the contracting 
officer to approve disposal of material as 
scrap, or otherwise, however, is not lim¬ 


ited to such twenty-day period. [JTR 
4281 

SUBPART C—PRICE POLICIES AND REGULA¬ 
TIONS OF OTHER GOVERNMENT AGENCIES 

§ 844.430 Scope. This subpart sets 
forth general price policies of the War 
and Navy Departments and of the Sur¬ 
plus War Property Administration. It 
also refers to the regulations of the Office 
of Price Administration and the War 
Production Board relating to disposition 
of termination inventory. [JTR 430] 

§ 844.431 General price policies. To 
the extent authorized, termination in¬ 
ventory will be disposed of at fair and 
reasonable prices, consistent with the 
expeditious disposition of material. In 
determining whether a price is fair and 
reasonable, the Government officer or 
war contractor making or approving the 
retention or sale of termination inven¬ 
tory should consider all pertinent fac¬ 
tors, including such of the following as 
he deems relevant in the particular case: 

(a) Physical condition of the material. 

(b) Obsolescence. 

(c) Freight necessary to be absorbed 
by the purchaser to permit resale or use 
of the material, over the amount which 
would be paid in a normal commercial 
purchase. 

(d) Value of the material for a con¬ 
verted use. 

(e) Distributing commissions, han¬ 
dling charges or profit allowances neces¬ 
sary to effect disposition through dealers 
or distributors. 

(f) In case of sales by a war contractor 
back to his suppliers, allowances to cover 
profit, reasonable transportation charges, 
and cost of handling and resale. 

(g) Cost of storage and amount of 
depreciation or deterioration if material 
is not sold. 

(h) Market prices and price trends. 

(i) Volume of similar material offered 
at the time. 

(j) Effect of purchases from the Gov¬ 
ernment upon prices which the buyer 
must pay to other suppliers for the bal¬ 
ance of his requirements. 

(k) Value of post-sale services or guar¬ 
antees offered by commercial suppliers 
and not obtainable from the Govern¬ 
ment. 

(l) Inventory hazards and carrying 
charges of the purchaser. 

In determining whether to make or ap¬ 
prove a retention or sale, primary con¬ 
sideration will be given to the present 
value, resale value, and probable demand 
for the material in all the circumstances, 
rather than to cost. Officers making or 
approving retentions and sales must be 
realistic about values and should recog¬ 
nize that disposal prices will in many 
instances bear little if any relationship 
to cost to the Government. Officers 
making and approving retentions and* 
sales will be supported by higher author¬ 
ity in the exercise of their honest judg¬ 
ment. [JTR 431] 

§ 844.432 Price policies of the Surplus 
War Property Administration . [JTR 
432] 

§ 844.432-1 General. The Surplus 
War Property Administration has estab¬ 


lished certain price policies applicable 
to the disposition of termination in¬ 
ventory. These policies are set forth in 
§ § 844.432 to 844.435. inclusive. War con¬ 
tractors should attempt to realize as 
much as possible from sales of termina¬ 
tion inventory, and should resort to 
minimum limits only when good business 
practice would so dictate. Whenever 
approval of retentions and sales is re¬ 
quired, compliance with the price 
policies is a matter to be determined ac¬ 
cording to the best judgment of the con¬ 
tracting officer or of the next higher tier 
war contractor approving the retention 
or sale. [JTR 432.1] 

§ 844.432-2 Waiver and modificafion. 
Whenever it is to the interests of the 
Government, any war contractor or con¬ 
tracting officer may apply to the nearest 
regional office of the Reconstruction 
Finance Corporation for a waiver or 
modification of the price policies with 
respect to an individual retention or sale 
of termination inventory. I JTR 432.2J 

§ 844.432-3 The best price obtainable. 
Wherever referred to in this part, a sale 
at "the best price obtainable" means a 
sale at the best price offered after 
reasonable effort to test the market, hav¬ 
ing due regard for the principles stated 
in the price policies, and for the circum¬ 
stances, nature, condition, quantity, and 
location of the particular material. In 
the case of retention, "the best price ob¬ 
tainable" means a price Si .at is fair and 
reasonable and not less than the net 
proceeds that could reasonably be ex¬ 
pected to be obtained if the item were 
offered for sale. [JTR 432.31 

- § 844.432-4 Determination of cost of 
material. The cost of material is the 
cost to the war contractor, as stated in 
his termination inventory schedule, pro¬ 
vided that such cost is computed upon a 
reasonably acceptable basis. Generally, 
such cost will be the actual or estimated 
cost of raw materials, purchased parts or 
supplies, plus, in the cases of work in 
process and manufactured parts, direct 
labor, and factory overhead. Costs may 
be estimated if necessary, and the con¬ 
tracting officer may rely on the esti¬ 
mates of the war contractor. [JTR 
432.4] 

§ 844.433 Price policy when termina¬ 
tion claim is less than $10,000. (a) 

When the termination claim of a war 
contractor is less than §10,000, computed 
according to § 841.122, retention or sale 
of any quantity of any item or group of 
items of the termination inventory (in¬ 
cluding scrap, without a scrap warranty) 
is authorized at the best price obtain¬ 
able. However, retentions or sales of 
completed articles not delivered under 
the contract, and of material treated as 
termination inventory in accordance 
With § 844.400-2 are not authorized under 
the price policy set forth in this section, 
unless the cost of such articles and such 
material to be retained or sold and the 
amount of the war contractor's termi¬ 
nation claim, computed according to 
§ 841.122, total less than $10,000. 

(b) Except as provided in paragraph 
(a) of this section the provisions of 
§§ 844.434 to 844.435-3, inclusive, shall 
apply. [JTR 433] 
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§ 844.434 Price policies for scrap when 
claim is $10,000 or more. [JTR 434] 

§ 844.434-1 Determination of prices. 

(a) Retentions or sales of scrap shall be 
made in accordance with the following 

policies: 

(1) The going market price of the type 
of scrap in question shall be determined, 
as nearly as may be possible by reason¬ 
able effort within a reasonable time, by 
reference to published trade indicators 
or inquiry among Government agencies, 
dealers or other informed sources, taking 
into account transportation cost and 
sundry other charges. If it is possible 
to realize this price without competitive 
bidding, the retention or sale may be 
made or approved. 

(2) If it is not possible to realize this 
price, the material shall be sold after 
competitive bids, reserving the right to 
reject all bids if an inadequate price is 

offered. 

(b) Retentions or sale;; of aluminum 
scrap are also subject to the provisions 
of Regulation No. 5 of the Surplus War 
Property Administration. [JTR 434.1] 

§ 844.434-2 Scrap warranty. Sales or 
retentions of scrap may be made on com¬ 
petitive bidding without a scrap war¬ 
ranty. Sales or retentions of scrap made 
without competitive bidding shall be 
subject to the following scrap warranty: 

Tile undersigned represents and warrants 
to the United States that the property cov¬ 
ered by this agreement was offered as scrap, 
purchased or retained by him as scrap, and 
that he will sell and ship or use it as scrap 
either in its existing condition or after fur¬ 
ther preparation and only In conformity 
with all applicable regulations and orders 
of the Office of Price Administration and the 
War Production Board. 

(JTR 434.21 

§ 844.434-3 Release of scrap warranty . 
The scrap warranty set forth in § 844.- 
434-2 may be released in behalf of the 
Government by the contracting officer 
< in the case of the Navy, by the 
NMR&DA) under the following condi¬ 
tions: 

(a) The consideration to the Govern¬ 
ment for the release shall be the dif¬ 
ference between (1) the amount at which 
the material was retained or sold as scrap 
and «2) an amount not less than that 
which would be accepted if the mate¬ 
rial were then to be sold or retained 
for purposes other than use as scrap. 
The latter amount shall be determined 
under the price policies set forth in 
§ 844.431, with review and approval in 
appropriate cases as provided in 
§ 844.455. 

<b) The release of the scrap warranty 
in behalf of the Government will be given 
by the Government and the considera¬ 
tion paid to the Government, even 
though the contract containing the war¬ 
ranty was not made directly with the 
Government. 

(c) All monies paid as consideration 
for such releases will be deposited and 
covered into the Treasury as miscellane¬ 
ous receipts, t JTR 434.3] 

§ 844.435 Price policies for material 
other than scrap when claim is $10,000 or 
wore. [JTR 4351 


§ 844.435-1 Crude or simple raw ma¬ 
terials. (a) Retentions or sales of crude 
or simple raw material (such as raw 
cotton, pig iron, electrolytic copper or 
sulphur) which are freely traded in, and 
for which there is a recognizable market 
price,, will be made or approved at the 
going market price, as nearly as it can 
be determined by reasonable effort within 
a reasonable time, taking into account 
transportation costs and sundry other 
charges. 

(b) If the quantity of a crude or sim¬ 
ple raw material at any one location is 
less than a minimum commercial quan¬ 
tity and the going market price therefor 
cannot be obtained, it may be retained 
or sold to any buyer at the best price 
obtainable. In case of doubt, a nominal 
quantity as referred to in § 844.435-3 may 
be deemed to be a minimum commercial 
quantity for the purpose of this section. 

(c) Crude or simple raw materials, as 
the term is used herein, do not include 
metals in mill product form such as steel 
bars, copper sheet and aluminum extru¬ 
sions, which are considered to be mate¬ 
rials other than crude or simple raw ma¬ 
terials. [JTR 435.11 

§ 844.435-2 Used production equip¬ 
ment. (a) When any used production 
equipment is a part of termination in¬ 
ventory and is not excluded from the 
application of this part by § 844.400-3, 
it may, if practicable, be retained or sold 
at prices determined in accordance with 
the schedule applicable to standard gen¬ 
eral purpose machine tools set forth in 
Regulation No. 3 of the Surplus War 
Property Administration. The prices 
provided in the schedule are determined 
to be fair and reasonable and sales or 
retentions shall not be approved at lower 
prices; however, if higher offers are re¬ 
ceived, such offers may be accepted. 

(b) In certain cases it may be imprac¬ 
ticable to apply such price schedule to 
particular items, as for example, where 
it is difficult to determine the price f. o. b. 
the plant of the manufacturer. When¬ 
ever it is impracticable to apply such 
price schedule to a particular item, the 
item may be retained or sold at the best 
price obtainable subject to prior review 
and approval by a disposal board in ac¬ 
cordance with § 844.455-2. 

(c) For purposes of this section, used 
production equipment consists of the fol¬ 
lowing: Machine tools; metal working 
machinery; cleaning and spraying equip¬ 
ment; compressors and vacuum pumps; 
industrial pumps; industrial conveying 
machinery; engines and turbines, general 
purpose; heat exchangers; optical ma¬ 
chinery; industrial cranes and hoists; 
thermal driers and dehydrators; fans, 
blowers and exhausters, industrial types; 
pressure and vacuum filters; pressure 
vessels (other than boilers); electric 
motors, integral horsepower, and electric 
motor controls; power conversion equip¬ 
ment; foundry equipment; heat treating 
equipment; welding and cutting equip¬ 
ment; industrial types; industrial trucks 
and tractors; materials handling and 
storing accessories; laboratory equip¬ 
ment; shop furniture; surface plates; 
woodworking equipment; portable power 
tools; crushing, pulverizing, screening 


and mixing equipment and machinery, 
industrial types; special industry ma¬ 
chinery (specialized machinery for food 
products, pulp and paper, printing 
trades, rubber working petroleum, ce¬ 
ramics, glass, shoemaking, textile, tan¬ 
ning, pharmaceutical, chemical and 
other special industries). [JTR 435.21 

§ 844.435-3 Other materials. (a) 
Items or groups of items of material 
(other than scrap or a crude or simple 
raw material and other than used pro¬ 
duction equipment) where the cost, esti¬ 
mated if necessary, of all substantially 
similar items listed on any termination 
inventory schedule at any one location 
does not exceed $2,500, shall be deemed 
to be ‘‘nominal quantities” for purposes 
of this section, and may be retained or 
sold to any buyer at the best price 
obtainable. 

(b) Retentions or sales of material 
(other than scrap or a crude or simple 
raw material and other than used pro¬ 
duction equipment) in excess of a nom¬ 
inal quantity may be made or approved 
at the best price obtainable in excess of 
75 percent of (I) cost, or (2) the price 
which the buyer would have to pay for 
an equivalent quantity from a normal 
source of supply, whichever is lower. 

(c) Whenever material (other than 
scrap or a crude or simple raw material 
and other than used production equip¬ 
ment) in excess of a nominal quantity 
cannot be disposed of within a reasonable 
time on the terms stated in paragraph 
(b) of this section, it may be retained 
or sold: 

(1) At the best price obtainable to a 
buyer who will consume the material 
in the United States for manufacturing, 
construction, or maintenance or repair 
purposes and who will agree that, if he 
does not so consume it. he will not resell 
it at a profit (and written contracts of 
sale made under the authority of this 
subparagraph will contain such an 
agreement); or 

(2) If efforts to find such a buyer on 
a negotiated basis within a reasonable 
period of time a!re unsuccessful, then, if 
the items are such as are not customarily 
sold for civilian use in their existing form 
they may be sold on competitive bids, in 
which case, unless all bids are rejected, 
the highest bid shall be accepted. I JTR 
435.31 

§ 844.436 Regulations of Office of 
Price Administration. [JTR 4361 

§ 844.436-1 General. OPA Supple¬ 
mentary Order No. 94, as amended, 
establishes price regulations covering 
retentions and sales of termination in¬ 
ventory. [JTR 436.11 

§ 844.436-2 Retention or sale of ter¬ 
mination inventory at acquisition cost. 
(a) A retention or sale of. any item of 
raw materials, supplies, component parts, 
semi-processed and semi-fabricated ma¬ 
terial included in a termination inven¬ 
tory, not exempt and not made in reli¬ 
ance upon a certificate, nevertheless 
complies with OPA regulations if made 
at a price not exceeding acquisition cost 
(although a sale may be made at a price 
in excess of acquisition cost if it com¬ 
plies with OPA regulations). 
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<b> “Acquisition cost” of termination 
inventory means the purchase price, 
plus freight, if any, paid by the war con¬ 
tractor for the item, and may be aver¬ 
aged. Freight charges which cannot be 
definitely assigned or allocated to the 
item may be estimated. Where the item 
has been fabricated or processed by the 
war contractor, direct labor costs plus 
the appropriate allocable factory over¬ 
head (which may be estimated if actual 
figures are not available) may be added 
to the acquistion cost. For purposes of 
determining compliance with OPA regu¬ 
lations, the cost shown by war contrac¬ 
tors on termination inventory schedules 
may be accepted by contracting officers 
as representing acquisition cost. The 
acquisition cost of property furnished to 
the war contractor by the Government 
may be estimated, if the actual cost is 
unknown or cannot reasonably be ascer¬ 
tained. IJTR 436.21 

§ 844.436-3 Exemptions from price 
ceilings. Price ceilings established by 
the Office of Price Administration do not 
apply to a sale of termination inventory 
(other than a sale of food) where the 
sale is: 

(a) To another Government agency; 

(b) To any foreign government or 
Agency thereof; 

(c) To a prime contractor (but not to 
a subcontractor) for use in carrying out 
his prime contract with a Government 
agency; 

(d> To any relief organization for do¬ 
nation or export sale; 

(e) Of a single item or group of items 
where the sales price estimated to be 
obtainable for all substantially similar 
items available for sale at the place of 
sale does not exceed $300; 

(f) Of scrap metal to a dealer in such 
material purchasing solely for resale: 
Provided, That; 

(1) The dealer certifies that he is pur¬ 
chasing such material for resale and that 
in reselling he will not exceed the appli¬ 
cable OPA maximum prices, and 

(2) The seller has no reason to doubt 
the accuracy of the dealer's certificate. 
LJTR 436.3 J 

§ 844.436-4 Reliance on buyer’s cer¬ 
tificate. Unless war contractors and 
contracting officers have reason to doubt 
the accuracy of the certificate herein¬ 
after set forth, they may make any sale 
of termination inventory (other than of 
food), without verifying OPA ceiling 
prices, in reliance upon a certificate in 
the following form executed by the buyer: 

The undersigned hereby certifies that the 
price paid (to be paid) (to be credited to the 
Government) for the goods purchased (to be 
purchased) (to be retained by the under¬ 
signed) under (identify contract, bid or quo¬ 
tation) does not exceed one of the following: 

(a) The maximum price applicable to pur¬ 
chases by the undersigned, from usual sources 
of supply, of the goods in the quantity and 
at the place of delivery specified in such 
contract (bid. quotation), or 

(b) The maximum selling price applicable 
to sales by the undersigned, in its capacity 
as a manufacturer, producer or processor of 
the same goods, disregarding minor differ¬ 
ences in specifications or design, in the 
quantity and at the place of delivery specified 
in such contract (bid, quotation). 

[JTR 426.4] 


I 841.437 War Production Board regu¬ 
lations. Regulation No. 13 of the War 
Production Board imposes certain re¬ 
strictions on the disposition of termina¬ 
tion inventory. War contractors and 
contracting officers should comply with 
that regulation. Representatives of the 
War and Navy Departments are not re¬ 
sponsible for policing a war contractor's 
compliance with War Production Board 
regulations in the case of dispositions of 
contractor-owned termination inventory 
by the contractor. In approving such 
dispositions by the contractor, such rep¬ 
resentatives may rely on the contractor 
to comply with any applicable regula¬ 
tions. Representatives of the War and 
Navy Departments responsible for mak¬ 
ing or approving dispositions of Govern¬ 
ment-owned termination inventory may 
rely upon the buyer’s statement that a 
purchase is in compliance with all War 
Production Board regulations affecting 
the buyer, unless there is reason to be¬ 
lieve that such representation is false. 
This representation should be incorpo¬ 
rated in each written contract of sale, 
i JTR 437] 

SUBPART D—DISPOSITION OF TERMINATION 

inventory: authority of WAR CON¬ 
TRACTORS 

§ 844.440 Scope. This subpart covers 
the authority of war contractors to dis¬ 
pose of termination inventory. Disposi¬ 
tions are subject to the approval of Gov¬ 
ernment personnel in certain cases. The 
scope of authority of Government per¬ 
sonnel to approve such dispositions is set 
forth in Subpart E. IJTR 440] 

§ 844.441 General restrictions on dis- 
position of termination inventory. The 
authority of a war contractor to dispose 
of termination inventory or to authorize 
or approve a disposition by a subcon¬ 
tractor is subject to the following re¬ 
strictions: 

(a) Any applicable Government re¬ 
strictions upon the disposition of secret, 
confidential, or restricted material, or 
existing contract provisions regarding 
the disposition of material under the 
contract, or any restriction on the dispo¬ 
sition of material subject to a lien, shall 
govern such disposition, notwithstanding 
the provisions of this subchapter. 

<b) The contracting officer may re¬ 
quire any item of termination inventory 
to be transferred to the Government. He 
will do so in the case of critical items or 
other items which the Government 
wishes to acquire for production or sup¬ 
ply purposes. 

(c) The contracting officer may re¬ 
quire that no disposition of Government- 
furnished equipment and material be ef¬ 
fected without his approval, and he may 
specify methods for preparing and rout¬ 
ing termination inventory schedules of 
such equipment or material. 

(d) All dispositions of termination in¬ 
ventory must comply with regulations of 
the Surplus War Property Administra¬ 
tion, the Office of Price Administration, 
and the War Production Board, as re¬ 
ferred to in Subpart C. 

(e) If a service or bureau has entered 
into a special agreement with a disposal 
agency covering the disposition of certain 
classes of termination inventory, the war 


contractor may not dispose of such ma¬ 
terial except as provided in § 844.457-3. 

(f) War contractors shall not sell 
termination inventory to persons known 
by them to be officers, enlisted personnel, 
or civilian employees of the War or Navy 
Department. [JTR 441] 

§ 844.442 Authority of war contrac¬ 
tors to dispose of termination inventory 
without approval of contracting officers. 
[JTR 4421 

§ 844.442-1 Disposition of items at in¬ 
ventory cost. A war contractor may re¬ 
tain or sell any item of termination in¬ 
ventory at its cost as stated in his ter¬ 
mination. inventory schedule. Reason¬ 
able freight, packing, and handling 
charges on items sold may be included 
in the termination claim. Such reten¬ 
tion or sale may be made without ap¬ 
proval by the contracting officer or next 
higher tier war contractor. [JTR 442.1] 

§ 844.442-2 Disposition of items under 
$100. A war contractor may retain or 
sell any item of termination inventory 
where the total cost, estimated if neces¬ 
sary, of the item does not exceed $100; 
Provided , That the aggregate cost of 
all items so retained or sold does not 
exceed $5,000, or 20 per cent of the to¬ 
tal inventory cost, whichever is less. 
The term “item" as used in this section 
includes all substantially similar articles 
in the termination inventory at any one 
location. Such retention or sale may be 
made without approval by the contract¬ 
ing officer or next higher tier war con¬ 
tractor. (The/price policies of the Sur¬ 
plus War Property Administration appli¬ 
cable to disposition of termination in¬ 
ventory under this section require only 
that a retention or sale be at the “best 
price obtainable” as defined in § 844.432- 
3.) [JTR 442.21 

§ 844.442-3 Disposition of termina¬ 
tion inventory when subcontractor's 
claim is less than $10,000. (a) A subcon¬ 
tractor may retain or sell any item of his 
termination inventory with the approval 
of the next higher tier war contractor 
whenever the subcontractor's termina¬ 
tion claim is less than $10,000, computed 
according to § 841.122. In such cases, ap¬ 
proval by the contracting officer is not 
required. (The price policies of the Sur¬ 
plus War Property Administration ap¬ 
plicable to disposition of termination in¬ 
ventory under this section require only 
that a retention or sale be at the “best 
price obtainable” as defined in § 844 - 
432-3.) 

(b) Completed articles not delivered 
under the contract, and material treated 
as termination inventory in accordance 
with § 844.400-2 may not be retained 
or sold under the authority of this sec¬ 
tion unless the cost of such articles and 
such material to be retained or sold and 
the amount of the subcontractor’s ter¬ 
mination claim, computed according to 
§ 841.122, total less than $10,000. [JTR 
442.3] 

§ 844.442-4 Disposition of termina¬ 
tion inventory when subcoiitr actor's 
claim is $10,000 or more . A subcontrac¬ 
tor may retain or sell any item of his 
termination inventory with the approval 
of the next higher tier war contractor 
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when his termination claim is $10,000 or 
more, computed according to § 841.122, 
if and to the extent the contracting offi¬ 
cer authorizes the next higher tier war 
contractor to approve his subcontractor’s 
retentions and sales pursuant to 
$ 844,454-1. tJTR 442.4] 

§ 844.442-5 Authority lor determina¬ 
tion and disposition of scrap. The au¬ 
thority granted to war contractors under 
§§ 844.442 to 844.442-8, inclusive, to re¬ 
tain or sell, or to approve retention or 
sale by a subcontractor, of termination 
inventory includes the authority to make 
or approve dispositions of scrap (as de¬ 
fined in § 844.453-1) and to make scrap 
determinations, where such determina¬ 
tions are necessary. Scrap determina¬ 
tions will be evidenced by appropriate 
notations on the termination inventory 
schedules. Such determinations will be 
necessary in the case of dispositions 
under § 844.442-4, in view of the fact that 
separate price regulations apply to scrap 
and to other material when the war con¬ 
tractor’s claim is $10,000 or more (see 
§ § 844.434 and 844.435). They will not be 
necessary in the case of dispositions un¬ 
der §§ 844.442-2 and 844.442-3, inasmuch 
as the price regulations applicable to 
scrap and to other material are the same 
in those cases where the w r ar contractor’s 
claim is less than $10,000 (see § 844.433). 
IJTR 442.51 

§ 844.442-6 Restrictions applicable to 
dispositions made under this section . 
In addition to the general restrictions 
set forth in § 844.441, the following re¬ 
strictions are applicable to dispositions 
of termination inventory under §§ 844.442 
to 844.442-8, inclusive: 

(a) A war contractor will not retain 
or sell his termination inventory, nor 
approve a retention or sale by his sub¬ 
contractor, unless the price is one that 
he cohsiders fair and reasonable under 
all the circumstances and is a price that 
he would approve if reimbursement by 
the Government were not involved. 

(b) The authority of a subcontractor 
under §§ 844.442-3 and 844.442-4 to re¬ 
tain or sell termination inventory with 
the approval of the next higher tier war 
contractor does not extend (1) to a sale 
by a subcontractor to the next higher tier 
war contractor or to an affiliate of such 
war contractor, or (2) to a retention or 
sale by a subcontractor affiliated with 
the next higher tier w T ar contractor. 
Such sales require the specific approval 
of the contracting officer. For this pur¬ 
pose, a contractor is considered to be 
affiliated with another person if they are 
under common control or if there is any 
common interest between them, by rea¬ 
son of stock ownership or otherwise, 
which is sufficient to create a reasonable 
doubt that the bargaining between them 
is completely at arm’s length. The de¬ 
cision of the war contractor as to 'this 
question may be accepted by the con¬ 
tracting officer in the absence of infor¬ 
mation to the contrary. 

(c) The authority granted to war con¬ 
tractors under §§ 844.442 to 844.442-8, in¬ 
clusive, to retain or sell, or to approve 
retention or sale by a subcontractor, of 
termination inventory, does not include 
the authority to abandon or discard 
worthless property or to approve aban- 
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donment or discarding of worthless prop¬ 
erty without the approval of the con¬ 
tracting officer (in the case of the Navy, 
the local NMR&DA officer) or disposal 
board, required by § 844.453-3. LJTR 
442.6J 

§ 844.442-7 Acceptance of sales and 
retentions by Government . Retentions 
or sales of termination inventory made 
or approved under the authority of 
§§ 844.442 to 844.442-8, inclusive, will be 
accepted by the Government as final and 
conclusive in the absence of fraud. 
[JTR 442.7J 

§ 844.442-8 Revocation of authority of 
war contractor. The contracting officer 
may at any time revoke or restrict the 
authority of a war contractor to make 
or to approve sales and retentions of 
termination inventory under §§ 844.442 
to 844.442-8, inclusive. Such revocation 
or restriction will not operate retroac¬ 
tively. t JTR 442.81 

§ 844.443 Dispositions with approval 
of contracting officer. Except as author¬ 
ized by §§ 844.442, 844.454-1 or 844.643, 
dispositions of termination inventory 
may not be made by war contractors 
without the approval of the contracting 
officer. IJTR 443] 

§ 844.444 DispositioJi of termination 
inventory where title is in the Govern - 
ment . IJTR 444] 

§ 844.444-1 Authority for disposition. 
Where material acquired or produced 
under a cost-plus-a-fixed-fee war con¬ 
tract. or other war contract which pro¬ 
vides that title to it shall vest in the 
Government, is in the possession of the 
war contractor, it may be disposed of in 
accordance with this subchapter. [JTR 
444.1] 

§ 844.444-2 Application of proceeds . 
(a> Certain contracts of these types pro¬ 
vide that the proceeds of any such dis¬ 
position shall be applied in reduction of 
payments to be made under the war con¬ 
tract. The uniform termination article 
for cost - plus - a - fixed - fee contracts 
(§ 849.932) contains such a provision 
with respect to termination inventory. 
Where any contract of this type does not 
contain such provision, it should be 
amended to include it. 

(b) Where the contract contains such 
a provision, the proceeds of any reten¬ 
tion or other disposition of such Gov¬ 
ernment-owned inventory may be ap¬ 
plied to reduce the amount otherwise 
payable under the contract, unless the 
contracting officer otherwise directs. 
Unless the contract contains such a pro¬ 
vision, such proceeds must be paid over 
to the Government and covered into the 
Treasury as miscellaneous receipts. 
[JTR 444.2] 

§ 844.445 Sales on credit . (a) A war 
contractor may sell termination inven¬ 
tory on credit at his own risk. With the 
approval of the contracting officer (in 
the case of the Navy, the NMR&DA) a 
war contractor also may sell termina¬ 
tion inventory on credit, not to exceed 
sixty days, at the risk of the Govern¬ 
ment. 

(b) The war contractor who makes a 
sale on credit at the risk of the Govern¬ 
ment will assign to the Government, at 


any time on request of the contracting 
officer, all his right, title, and interest 
in any claims for the unpaid balance of 
the purchase price, arising out of such 
sale. If the Government has not re¬ 
ceived an assignment of claims arising 
from such a sale, upon final settlement 
the Government will deduct from the 
amount of the settlement, as a disposal 
credit, a sum equal to the amount re¬ 
maining unpaid upon the Sale. 

(c) War contractors will not make 
settlements with subcontractors who 
have unpaid claims for sales on credit at 
the risk of the Government unless such 
claims have been assigned to the Gov¬ 
ernment and the debtor has been noti¬ 
fied of such assignment. A war contrac¬ 
tor who makes a settlement with a sub¬ 
contractor without procuring such as¬ 
signment will not be credited with the 
proceeds of t he sa le in his termination 
settlement. [JTR 445J 

§ 844.446 Disposition of termination 
inventory on settlement. [JTR 446] 

§ 844.446-1 Accounting for termina¬ 
tion inventory on settlement with prime 
contractor . Upon final settlement with 
the prime contractor, all termination in¬ 
ventory of the prime contractor and all 
termination inventory of subcontractors 
must be accounted for in one of the fol¬ 
lowing ways: 

(a) By retention by the war contractor 
and the application of the agreed value 
in reduction of his claim. 

(b) By sale (including return to sup¬ 
pliers) and application of the proceeds 
in reduction of the war contractor’s 
claim. 

(c) By abandonment with the ap¬ 
proval of the contracting officer or his 
representative in accordance with 
§ 844.453-3. 

(d) By removal by the Government, 
evidenced by a receipt in accordance with 
§ 844.466. 

(e) By storage by the Government 
with the war contractor under a stor¬ 
age agreement in accordance with 
§ 844.465-2. 

(f) By storage by the war contractor 
at the risk and expense of the Govern¬ 
ment in accordance with § 844.464. 

(g) By temporary storage with the war 
contractor under the settlement agree¬ 
ment with the prime contractor, in ac¬ 
cordance with § 844.465-3, or under a 
special agreement with the subcontractor 
in accordance with § 844.465-4. [JTR 
446.11 

§ 844.446-2 Evidence required on set¬ 
tlement with prime contractor . (a) 

Upon final settlement of the prime con¬ 
tractor’s termination claim, evidence 
that all termination inventory has been 
accounted for in accordance with 
§ 844.446-1 may be established in such 
manner as the contracting officer deems 
satisfactory. 

(b) In the case of claims under $1,000 
properly submitted on Standard Form 
la, the contracting officer or any war 
contractor may accept the submission of 
such form itself as satisfactory evidence 
that the termination inventory covered 
thereby has been so properly accounted 
for. 
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(c) In the case of all other claims, the 
contracting officer may accept the prime 
contractor's certification in the final set¬ 
tlement agreement (1) that all of his ter¬ 
mination inventory has been properly ac¬ 
counted for, and (2) that he has received 
from each of his immediate subcon¬ 
tractors, other than those whose claims 
were properly submitted on Form la, a 
certificate substantially in the form set 
forth in § 849.973. It is contemplated (in 
the case of all claims other than those 
properly submitted on Form la) that 
each such immediate subcontractor will 
obtain a similar certificate in turn from 
each of his immediate subcontractors, 
and so on, down the line, to the lowest 
tier subcontractor. In order, therefore, 
to accomplish prompt settlement of the 
prime contractor’s termination claim 
against the Government, and of all war 
contractors' claims of any tier included 
therein, every war contractor should ob¬ 
tain this certificate (in the case of all 
claims other than those properly sub¬ 
mitted on Form la) from each of his im¬ 
mediate subcontractors whose termina¬ 
tion claim is included in the wa r con¬ 
tractor’s termination claim, t JTR 446.2] 

§ 844.446-3 Disposition of termination 
inventory on settlement with subcon- 
tractor. Unless otherwise authorized by 
the contracting officer, upon settlement 
oi the termination claim of a subcon¬ 
tractor, the settlement agreement made 
with the subcontractor by the next higher 
tier war contractor shall identify clearly 
by reference to termination inventory 
schedules all termination inventory 
which has not been disposed of. Such 
termination inventory schedules must be 
in form satisfactory for purposes of stor¬ 
age or removal by the Government as 
provided in § 844.427 and must be sub¬ 
mitted to the contracting officer (in the 
case of the Navy, to the cognizant Navy 
material inspector) upon, or prior to, set¬ 
tlement of the prime contractor’s termi¬ 
nation claim. All termination inventory 
should be accounted for in accordance 
with § 844.446-1 upon, or prior to, settle¬ 
ment by a subcontractor with his next 
higher tier war contractor; and all such 
inventory must be accounted for in ac¬ 
cordance with that paragraph before re¬ 
imbursement will be made by the Govern¬ 
ment to the prime contractor for the 
amount of the settlement of the subcon¬ 
tractor’s claim. [JTR 446.3] 

§ 844.446-4 Undelivered termination 
inventory . (a) In the event that any 

termination inventory not disposed of is 
lost, destroyed, damaged, or for any rea¬ 
son cannot be delivered by the war con¬ 
tractor at the time of settlement of his 
termination claim, such termination in¬ 
ventory shall be accounted for as termi¬ 
nation inventory retained by the war 
contractor, and its fair value shall be 
deducted from his termination claim, 
except as provided In § 845.542-2 and 
in paragraph (b) of this section. 

(b) If in accordance with § 844.464 a 
war contractor has stored any termina¬ 
tion inventory at the risk and expense 
of the Government prior to the execution 
of a final settlement agreement, and at 
the date of execution of the settlement 
agreement any such termination inven¬ 


tory properly allocable to the terminated 
war contract has been lost, destroyed or 
damaged, or for any reason cannot be de¬ 
livered by the war contractor, no charge 
for the fair value of such termination 
inventory shall be deducted from the 
termination claim unless the loss, dam¬ 
age, destruction or inability of the war 
contractor to deliver such termination 
inventory is due to his failure to exer¬ 
cise reasonable care in the storage of 
such termination inventory. [JTR 
446.4] 

SUBPART E—DISPOSITION OF TERMINATION 

inventory: AUTHORITY of government 

PERSONNEL 

§ 844.450 Scope. This subpart cov¬ 
ers the scope of authority of Govern¬ 
ment personnel to approve dispositions 
of termination inventory by war con¬ 
tractors, and to dispose of termination 
inventory by sale, redistribution, and 
transfer to other Government agencies. 
[JTR 4501 

§ 844.451 Redistribution within War 
or Navy Department. [JTR 451] 

§ 844.451-1 Within the War Depart¬ 
ment. To accomplish redistribution of 
termination inventory for authorized 
production or supply requirements, con¬ 
tracting officers should cooperate fully 
with, district organizations and industry 
integrating committees, and take such 
independent action as may be proper 
under the circumstances. Circulariza¬ 
tion, however, is not required. The chief 
of a service will furnish contracting offi¬ 
cers lists of items which are to be referred 
to him for redistribution assistance. If 
no such lists are furnished, the contract¬ 
ing officer will exercise his judgment in 
referring significant items to the chief of 
the service. The chief of the service will 
give prompt consideration to the utiliza¬ 
tion of such items within his own service, 
and, informally, may bring selected items 
to the attention of other services. Re¬ 
distribution efforts by the chief of a serv¬ 
ice under this section will not be per¬ 
mitted to delay or to limit local disposi¬ 
tion, except as the chief of service may 
direct. [JTR 451.11 

§ 844.451-2 Within the Navy Depart¬ 
ment. (a) To accomplish redistribution 
of termination inventory, but avoid un¬ 
necessary circularization, each bureau 
shall endeavor to inform its contracting 
officers and the NMR&DA of the types of 
material needed for its production and 
supply requirements. Where such lists 
are used, the disposition procedures set 
forth in this part may be appropriately 
modified with the approval of the Indus¬ 
trial Readjustment Branch, OP&M, ex¬ 
cept that the requirements for removal 
and storage set forth in Subpart F must 
be met. When no production and supply 
list has been established by the bureau, 
the Navy material inspector cognizant of 
the war contractor will refer significant 
items to the bureau cognizant of the 
prime contract promptly upon receiving 
termination inventory schedules. The 
bureau will give prompt consideration to 
the utilization of such items and no re¬ 
distribution within the bureau should be 
permitted to delay or limit local disposi¬ 
tion. 


(b) The NMR&DA will be responsible 
for general redistribution among the bu¬ 
reaus and activities of the Navy Depart¬ 
ment. The NMR&DA may, to the extent 
deemed desirable by it, circularize ter¬ 
mination inventory schedules among the 
bureaus, or effect such redistribution as 
is practicable by its Material Redistribu¬ 
tion and Disposal Offices in the field 
through local action with Navy material 
inspectors or other local representatives 
of the Navy Department. [JTR 451.2] 

§ 844.452 Dispositions under other 
regulations, (a) All dispositions of ter- 
mination inventory (other than scrap, 
salvage, nominal quantities and material 
reported as surplus to a disposal agency 
in accordance with § 844.457-1) will be 
governed, in the case of the War Depart¬ 
ment, by Part 823 of this chapter and, in 
the case of the Navy Department, by 
Property Disposition Directive No. 1 as 
amended, Navy Procurement Directives, 
paragraph 15,001 and following, after: 

(1) The execution of a standard stor¬ 
age agreement in accordance with 
§ 844.465-2; or 

(2) The execution of a final settlement 
agreement with a war contractor in ac¬ 
cordance with §§ 844.465-3 or 846.662; or 

(3) The execution of a special storage 
agreement with a subcontractor in ac¬ 
cordance with § 844.465-4; or 

(4) Removal by the Government in 
accordance with § 844.466. 

(b) In addition, transfers to Govern¬ 
ment agencies, and donations, loans and 
exchanges of termination inventory, title 
to which is in the Government, may be 
made at any time wherever authorized by 
such regulations. [JTR 4523 

§ 844.453 Scrap determination and 
disposition. [JTR 453] 

§ 844.453-1 General. The term 
“scrap” as used in this part comprises 
scrap and salvage of the following types 
included in termination inventory: 

(a) Material (whether raw material, 
work-in-process, or purchased parts and 
components) that has no value except 
for its basic material content. 

(b) Material (whether raw material, 
work-in-process, or purchased parts and 
components) that has no apparent utility 
in its- existing form, but has some value in 
excess of the value of its basic material 
content. 

(c) Material that is worn or damaged 
beyond economic repair. [JTR 453.1] 

§ 844.453-2 Scrap determination, (a) 
The contracting officer will determine 
(unless such determination is made by 
the war contractor as permitted under 
§ 844.442-5) which items of termination 
inventory in the best interests of the 
Government should be handled, packed, 
shipped, stored, sold or otherwise dis¬ 
posed of as scrap or salvage, taking into 
account any scrap recommendations 
made by the war contractor. Scrap de¬ 
terminations will be made as promptly 
as possible after receipt of a termination 
inventory schedule, and will be evi¬ 
denced by appropriate notations on the 
termination inventory schedule. 

(b) In the case of the War Depart¬ 
ment, if the total cost, estimated if nec¬ 
essary, of the material to be disposed of 
as scrap set forth on a partial or complete 
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termination inventory schedule exceeds 
$50,000. the determination will not be 
made without prior review and approval 
by a local disposal board established 
under § 821.105 of this chapter. The 
chief of a service may require prior re¬ 
view and approval by a disposal board 
established in his office under § 821.106 
of this chapter, or, in the case of the 
Army Air Forces, in a headquarters of¬ 
fice of a Command, when the total cost, 
estimated if necessary, exceeds $500,000. 

(c) In the case of the Navy, the 
NMR&DA has exclusive authority within 
the Navy Department to make or approve 
a scrap determination, except that the 
recommendation of the cognizant bu¬ 
reau must first be obtained with respect 
to Government-furnished material and 
equipment and items on a production 
and supply list. If the total cost, esti¬ 
mated if necessary, of the material to 
be disposed of as scrap set forth on a 
partial or complete termination inven¬ 
tory schedule exceeds $50,000, the scrap 
determination must be approved by a 
disposal board of the NMR&DA. TJTR 
453.21 

§ 844.453-3 Authority to discard or 
abandon worthless items. Worthless 
items in any termination inventory may 
be discarded or abandoned by the war 
contractor with the approval of the con¬ 
tracting officer. Whenever the cost of 
the items is more than $1,000, before 
giving such approval the contracting 
officer (in the case of the Navy, the local 
NMR&DA officer) must certify to a dis¬ 
posal board that reasonable efforts have 
been made to dispose of the items with¬ 
out success by offering such items to at 
least three scrap dealers, or that such 
offer would be useless; that in his opinion 
the items are unsalable and worthless, 
or that the cost of sale would exceed the 
proceeds thereof; and that the items 
should be discarded or abandoned. In 
such cases, the written approval of the 
disposal board for the proposed discard 
or abandonment must be obtained. 
[JTR 453.31 

§ 844.453-4 Disposal of scrap . (a) 
Every effort should be made by war con¬ 
tractors and contracting officers (in the 
case of the Navy, by the NMR&DA) to 
dispose of scrap and salvage promptly 
after a scrap determination has been 
made, and before transfer to the Govern¬ 
ment or assumption of storage respon¬ 
sibility by the Government. Ordinarily, 
scrap and salvage will be disposed of on 
competitive bids. Sales or retentions 
should be negotiated without competitive 
bidding only where the material involved 
obviously has no value except for its ma¬ 
terial content, and in such cases the 
scrap warranty required under § 844.- 
434-2 must be obtained. 

(b) Except as provided in paragraph 
(c) of this section, scrap and salvage 
that cannot be disposed of before trans¬ 
fer to the Government or assumption of 
storage responsibility by the Government 
will, in the case of the War Department, 
be turned over to a salvage officer for 
disposal in accordance with AR 700-25 
and TM 38-505; or, in the case of the 
Navy, will be disposed of by the NMR&DA 
in accordance with its regulations. 


(3) Aluminum scrap, of the type de¬ 
fined in § 844.453-1 (a), not so disposed 
of. will be shipped to storage areas, in 
the case of the War Department, in ac¬ 
cordance with §§ 824.408 and 824.409 of 
this chapter, and, in the case of the 
Navy, in accordance with the NMR&DA 
Handbook. LJTR 453.4] 

§ 844.453-5 Consultation with Regional 
Offices of Reconstruction Finance Cor- 
poration. Metals Reserve Company 
Agents in the Regional Offices of the Re¬ 
construction Finance Corporation are 
authorized to act as consultants in the 
determination and disposal of scrap. 
Advisory Panels have been established to 
provide technical Information and assist¬ 
ance to these Agents. In all cases of 
doubt, contracting officers and disposal 
boards should consult Metals Reserve 
Company Agents and their Advisory 
Panels. Requests for consultation and 
advice should be communicated to Metals 
Reserve Company Agents, in care of the 
Regional Manager of the Reconstruction 
Finance Corporation. [JTR 453.5] 

§ 844.454 Authority of contracting of- 
ficers to make and approve dispositions. 

I JTR 454] 

§ 844.454-1 General, (a) Whenever 
a disposition of termination inventory re¬ 
quires the approval of the contracting 
officer, such approval may be given for 
a particular transaction, or may be a 
blanket approval, in advance, for reten¬ 
tions and sales at stated discounts from 
costs, or at predetermined prices for spe¬ 
cific classes of material, individual items, 
or lots. 

(b) The contracting officer may au¬ 
thorize a war contractor, regardless of 
the amount of his claim, to approve re¬ 
tentions, sales, and scrap determinations 
by his subcontractor, provided that the 
cost of the material to be thus disposed 
of in a single disposition does not exceed 
$10,000. No such disposition will be di¬ 
vided into separate transactions for the 
purpose of avoiding the limit fixed for a 
single disposition. The contracting of¬ 
ficer may establish conditions and fix 
limits under which the war contractor 
may approve disposition of specific 
classes of material, individual items, or 
lots. 

(c) The authority of a contracting of¬ 
ficer to make or approve dispositions of 
termination inventory, or to authorize a 
war contractor to approve dispositions by 
his subcontractors, is subject to the price 
policies of the Surplus War Property 
Administration set forth in §§ 844.432 to 
844.435, inclusive, and to the other gen¬ 
era! restrictions set forth in §844.441, 
[JTR 454.1] 

§ 844.454-2 War. The contracting of¬ 
ficer is authorized to act for the War 
Department in disposing of termination 
inventory and in approving dispositions 
by war contractors, subject, however, to 
the approval of a disposal board in cer¬ 
tain cases as provided in § 844.455. [JTR 
454.2] 

§ 844.454-3 Navy, (a) The Navy 
contracting officer may make or approve 
a retention by the war contractor in 
possession or a sale to another war con¬ 


tractor of termination inventory, if any 
such war contractor will consume the 
material in the United States for man¬ 
ufacturing or maintenance or repair 
purposes and will agree that, if he does 
not so consume it. he will not resell it at 
a profit. Such a retention or sale made 
or approved by a contracting officer is 
subject to review and approval by a bu¬ 
reau disposal board in certain cases as 
provided in § 844.455. The Navy con¬ 
tracting officer may also require transfer 
to the Government of critical items of 
termination inventory or other items 
which the bureau wishes to acquire for 
construction, production or supply pur¬ 
poses. A Navy contracting officer is not 
authorized to make or approve disposi¬ 
tions of termination inventory except as 
set forth above. 

(b) The NMR&DA may make or ap¬ 
prove any dispositions of termination 
inventory which may be made by the 
Navy Department under the policies and 
procedures prescribed by the Surplus 
War Property Administration and by this 
subchapter. A retention or sale of 
termination inventory made or approved 
by the NMR&DA is subject to review and 
approval by a disposal board of the 
NMR&DA in certain cases as provided in 
§ 844.455. 

(c) The Navy material inspector cog¬ 
nizant of a war contractor is not author¬ 
ized to make or approve dispositions of 
such contractor’s termination inventory 
unless authorized or directed by the con¬ 
tracting officer to make or approve dis¬ 
positions within the contracting officer’s 
authority as set forth in paragraph (a) 
of this section. The cognizant Navy ma¬ 
terial inspector is, however, responsible 
for notifying the local representative of 
the NMR&DA where action is required 
to be taken for the disposition of termi¬ 
nation inventory, as set forth in 
§ 844.415-2. [JTR 454.3] 

§ 844.455 Review by disposal boards. 
[JTR 455] 

§ 844.455-1 Establishment of disposal 
boards, (a) In the case of the War De¬ 
partment, the review required under 
§ 844.455-2 will be accomplished by dis¬ 
posal boards established under § 821.105 
of this chapter. 

(b) In the case of the .Navy, the 
NMR&DA shall establish disposal boards 
for the purpose of reviewing disposition 
transactions and scrap determinations 
where such review is required by 
§§ 844.455 to 844.455-3. inclusive, or by 
§ 844.453. The number of boards re¬ 
quired, their location and their mem¬ 
bership shall be as determined by the 
Director of the NMR&DA. The chiefs of 
bureaus shall also establish at least one 
disposal board in each bureau to review 
disposition transactions made by direc¬ 
tion of a contracting officer of the bureau 
(or by a Navy material inspector under 
his authority), where such review is re¬ 
quired. [JTR 455.1] 

§ 844.455-2 Dispositions subject to re¬ 
view. (a) Retentions and sales of ter¬ 
mination inventory (other than scrap) 
are subject to prior review and approval 
by a duly established disposal board 
where; 
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(1) The cost (estimated if necessary) 
of the material to be disposed of by the 
retention or sale exceeds $1QJ),000 and it 
is proposed to retain or to sell such ma¬ 
terial below such cost, less freight and 
handling charges; or 

(2) The cost (estimated if necessary) 
of the material to be disposed of by 
the retention or sale exceeds $10,000 and 
it is proposed to retain or to sell such 
material at more than 25 percent below 
such cost, less freight and handling 
charges. 

<b> For the purpose of determining 
whether or not a retention or sale shall 
be submitted for the review and ap¬ 
proval of a disposal board, simulta¬ 
neously negotiated retentions or sales 
of different items to a single buyer, or 
of the same item to several buyers shall 
be considered as a single disposition. 

(c) In the case of the War Depart¬ 
ment, the chief of a service may require 
prior review and approval by a disposal 
board, established in his office under 
§ 821.106 of this chapter, or, in the case 
of the Army Air Forces, in the head¬ 
quarters office of a Command, where the 
cost (estimated if necessary) of the ma¬ 
terial to be disposed of by the retention 
or sale exceeds $500,000 and it is pro¬ 
posed to retain or sell such material at 
more than 25 per cent below such cost. 

(d) Disposal boards are not authorized 
to waive or to modify the price policies 
of the Surplus War Property Adminis¬ 
tration relating to the disposition of ter¬ 
mination inventory, and will not approve 
retentions or sales which are not in con¬ 
formity with the price policies. [JTR 
455.21 

§ 844.455-3 Dispositions not subject to 
review. The following retentions, sales, 
or transfers may be made or approved 
without review by a disposal board, ex¬ 
cept as may be required by the chief of 
a service or bureau: 

(a) Retentions or sales at cost, as per¬ 
mitted under § 844.442-1; 

(b) Retentions or sales made at spe¬ 
cific prices established by, or with the 
approval of, the Surplus War Property 
Administration ; 

(c) Retentions or sales of used pro¬ 
duction equipment at prices in accord¬ 
ance with the schedule of prices for 
standard general-purpose machine tools 
set forth in Regulation No. 3 of the 
Surplus War Property Administration; 

<d) Sales to a cost-plus-a-fixed-fee 
war contractor for the account of the 
Government; 

(e) Transfers between services or bu¬ 
reaus of the War or Navy Department, 
or to another Government agency, 
whether or not the transfer of funds is 
required; 

(f) Transfers of surplus property to a 
disposal agency for purposes of disposal; 

(g) Retentions or sales of scrap (al¬ 
though the scrap determination is sub¬ 
ject to review, if the cost of the material 
exceeds $50,000, as provided in § 844.453); 

(h) In the case of the Navy, sales made 
by the NMR&DA after competitive bids 
where the cost of the material sold to any 
one bidder does not exceed $50,000. 

§ 844.456 Disposition of stockpile ma¬ 
terials . I JTR 456] 


§ 844.456-1 Within the War Depart¬ 
ment. (a) When any of the stockpile 
materials listed in § 829.909 of this chap¬ 
ter are included in termination inven¬ 
tories in quantities equal to or in excess 
of the minimum quantities therein indi¬ 
cated and are not disposed of prior to 
transfer to the Government or assump¬ 
tion of storage responsibility by the Gov¬ 
ernment, they will be reported to the 
chief of service having jurisdiction over 
the termination inventory, and held for 
disposition instructions. Requests for 
such instructions will be made in tripli¬ 
cate by the field installation concerned 
on W.D., A.G.O., Form 257, in accordance 
with § 829.909-1 of this chapter. Copies 
of the form may be requisitioned from 
Adjutant General depots. It is impera¬ 
tive to expedite action under this section 
to avoid double handling of stockpile ma¬ 
terials. 

(b) Upon receipt of W.D., A.G.O., 
Form 257 covering any lot of stockpile 
materials, the chief of service will exe¬ 
cute a first endorsement thereto and for¬ 
ward two copies to the Director, Produc¬ 
tion Division, ASF. The Director, Pro¬ 
duction Division, ASF, is responsible for 
the issuance of disposition instructions. 
If instructions are issued to hold the ma¬ 
terial for stockpile, the chief of service 
will: (1) Arrange for permanent storage 
of the material; (2) issue instructions to 
the appropriate field installation to ac¬ 
complish permanent storage; (3) advise 
the Director, Production Division, of the 
location and manner of storage; and (4) 
dispose of the material only upon specific 
authorization of the Director, Production 
Division. If instructions are issued not 
to hold the material for stockpile, the 
chief of service will direct the appropriate 
field installation to dispose of the mate¬ 
rial as surplus. [JTR 456.1] 

§ 844.456-2 Within the Navy Depart¬ 
ment. The NMR&DA is responsible for 
rc porting stockpile materials to the Office 
of Procurement and Material for disposi¬ 
tion instructions. [JTR 456.2] 

§ 844.457 Surplus termination inven¬ 
tory. [JTR 457] 

§ 844.457-1 General. (a) Termina¬ 
tion inventory not disposed of prior to 
or upon: 

(1) The execution of a standard stor¬ 
age agreement in accordance with 
§ 844.465-2; or 

(2) The execution of a final settlement 
agreement with a war contractor In ac¬ 
cordance with §§ 844.465-3 or 846.662; or 

(3) The execution of a special storage 
agreement with a subcontractor in ac¬ 
cordance with § 844.465-4; or 

(4) Removal by the Government in 
accordance with § 844.466, 

whichever is earlier, will be deemed sur¬ 
plus. Such inventory, except for (i) ma¬ 
terial retained for production or sup¬ 
ply requirements or disposed of under 
§ 844.452, (ii) scrap and salvage (to be 
disposed of under § 844.453-4) and (iii) 
nominal quantities (to be disposed of 
under § 844.457-2), will be reported 
promptly to a disposal agency. 

(b) After the plant clearance period, 
however, reporting of termination inven¬ 
tory to disposal agencies should not be 


delayed by circularization or other meth¬ 
ods of redistribution. [JTR 457.1] 

§ 844.457-2 Disposition of surplus 
nominal quantities, (a) Nominal quan¬ 
tities of surplus termination inventory 
(as defined below) will, in the case of the 
War Department, be turned over to a 
salvage officer or contracting officer for 
disposal in accordance with § 827.701 of 
this chapter; and. in the case of the 
Navy, will be disposed of by the 
NMR&DA in accordance with its regu¬ 
lations. 

(2) For purposes of disposing of sur¬ 
plus termination inventory in accordance 
with §§ 844.457 to 844.457-5, inclusive, a 
nominal quantity means an item or 
groups of items where the cost, estimated 
if necessary, of all substantially similar 
surplus items included in any one ter¬ 
mination inventory does not exceed $100 
in the case of the War Department, or 
$2,500 in the case of the Navy. The fore¬ 
going definition is to be distinguished 
from the definition of a nominal quan¬ 
tity under the price policies of the Sur¬ 
plus War Property Administration as set 
forth in § 844.435-3. [JTR 457.2] 

§ 844.457-3 Reporting to disposal 
agency tinder special arrangements. 
Special arrangements have been en¬ 
tered into between the Army Air Forces, 
the Navy Bureau of Aeronautics and the 
Metals Reserve Company, as agent for 
the Reconstruction Finance Corporation, 
covering the disposition of certain spe¬ 
cific items of material, and between the 
Army Signal Corps, cognizant Navy bu¬ 
reaus and Defense Supplies Corporation, 
as agent for the Reconstruction Finance 
Corporation, covering disposition of cer¬ 
tain electronic components, parts and 
equipment. Other such special arrange¬ 
ments may be made with the approval of 
the Readjustment Division, ASF, or the 
Industrial Readjustment Branch, OP&M. 
A war contractor whose termination in¬ 
ventory is subject to such arrangements 
will be notified by the contracting officer. 
The terms of such arrangements will be 
observed in disposing of termination in¬ 
ventory affected thereby and in reporting 
items thereof to a disposal agency as sur¬ 
plus. [JTR 457.31 

§ 844.457-4 Reporting to disposal 
agency in the absence of special arrange¬ 
ments. (a) In the absence of special ar¬ 
rangements of the nature referred to in 
§ 844.457-3, surplus termination inven¬ 
tory (except scrap and salvage and nom¬ 
inal quantities) will be reported to the 
Regional Office of the Reconstruction Fi¬ 
nance Corporation for the region in 
which the material is located. 

(b) Material in process of storage or 
removal at the time of execution of a 
final settlement agreement with the 
prime contractor will not be reported 
until it has reached its destined place of 
storage. 

(c) All reports of surplus termination 
inventory will be made on termination 
inventory schedules (Forms 2a, 2b. 2c and 
2d) in duplicate using Form SWPA-1 as 
a cover transmittal sheet. In the case of 
the War Department an information 
copy will be transmitted to the Readjust¬ 
ment Division, ASF, where the total cost 
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of the material covered by the report ex¬ 
ceeds $25,000. f JTR 457.4] 

§ 844.457-5 Action after reporting sur- 
plus termination inventory, (a) The con¬ 
tracting officer (including, in the case of 
the Navy, the NMR&DA) will not make 
or approve dispositions of termination 
inventory after it has been reported to a 
disposal agency as surplus. 

(b) After reporting surplus termina¬ 
tion inventory to a disposal agency, fur¬ 
ther action will be taken only in accord¬ 
ance with Part 827 of this chapter in the 
case of the War Department, or Property 
Disposition Directive No. 4 and the regu¬ 
lations of the NMR&DA in the case of the 
Navy. LJTR 457.5] 

SUBPART F—STORAGE AND REMOVAL 

§ 844.460 Scope. Termination in¬ 
ventory not retained by the war con¬ 
tractor or otherwise disposed of must be 
stored with the war contractor or re¬ 
moved from his premises. This subpart 
provides instructions for the storage and 
removal of such termination inventory. 
I JTR 4601 

§ 844.461 Duty to store or to remove 
termination inventory within sixty days. 

(a) Where termination inventory is not 
otherwise disposed of, the Government 
will store such material with the war 
contractor or will remove it from the war 
contractor’s premises, within sixty days 
(or such longer time as may be agreed) 
after receipt of termination inventory 
schedules satisfactory in form, as pro¬ 
vided in § 844.427. 

(b) In the Navy Department, the cog¬ 
nizant bureau is responsible for the re¬ 
moval of material retained by the bureau 
for production or supply purposes, but 
the NMR&DA is responsible for furnish¬ 
ing storage space for such material, when 
requested by the bureau. In addtion, the 
NMR&DA is responsible for the removal 
of all other termination inventory not 
disposed of and for the execution of stor¬ 
age agreements with respect to all mate¬ 
rial, except in extraordinary circum¬ 
stances where in the judgment of the 
cognizant bureau it is necessary for the 
cognizant bureau, after consultation with 
NMR&DA, to execute a storage agree¬ 
ment, or to request the execution of such 
agreement by NMR&DA. [JTR 461] 

§ 844.462 Transfer of title to termi¬ 
nation mventory to the Government. 
Title to termination inventory allocable 
to a war contract, which does not by its 
provisions vest title to material in the 
Government, is transferred to the Gov¬ 
ernment after termination upon: 

(a) The execution of a standard stor¬ 
age agreement in accordance with 
§ 844.465-2; or 

(b> The execution of a final settlement 
agreement with a war contractor in ac¬ 
cordance with §§ 844.465-3 or 846.662; or 

(c) The execution of a special storage 
agreement with a subcontractor in ac¬ 
cordance with § 844.465-4; or 

(d) Removal by the Government in 
accordance with § 844.466. TJTR 462] 

§ 844.463 Contractor’s right to store 
at his own risk. Unless the war con¬ 
tract contains contrary provisions and 
such provisions have not been waived, a 
war contractor may at any time remove 


from his plant and store on his own 
premises or elsewhere any items of ter¬ 
mination inventory at his own risk. The 
war contractor will use reasonable care 
in the transportation and preservation 
of material so removed and stored, and 
will comply with any directions or speci¬ 
fications covering removal, preservation, 
transportation and storage which may 
be issued by the contracting officer (in¬ 
cluding, in the case of the Navy, the 
NMR&DA). The war contractor is en¬ 
titled to be reimbursed for the reason¬ 
able cost of (a) neoessary or appropri¬ 
ate transportation, preservation, protec¬ 
tion and storage, and (b) compliance 
with any directions or specifications In 
connection therewith Issued by the con¬ 
tracting agency. Ordinarily, charges for 
storage of termination inventory prior to 
the expiration of the plant clearance 
period will not be deemed a reasonable 
settlement expense. The war contractor 
should give the contracting officer twenty 
days prior notice of his intention to re¬ 
move any substantial portion of the ter¬ 
mination inventory. I JTR 463 ] 

§ 844.464 War contractor’s right to 
remove and store for account and at risk 
of Government, (a) Where the Govern¬ 
ment does not enter into a storage agree¬ 
ment with a war contractor or remove 
termination inventory within sixty days 
(or such longer period as may be agreed) 
from the date of receipt of a termination 
inventory schedule satisfactory in form, 
the war contractor may remove and store 
for the account and at the risk and ex¬ 
pense of the Government any item of 
termination inventory not otherwise dis¬ 
posed of, stored, or removed; subject, 
however, to the requirements stated in 
paragraphs (b) and (c) of this section. 

(b) The war contractor will deliver 
to the contracting officer (in the case 
of the Navy, to his cognizant Navy ma¬ 
terial inspector): 

(1) Twenty days’ notice in writing in 
advance of the date fixed for removal; 
and 

(2) A certified statement that the ter¬ 
mination inventory schedule, as origi¬ 
nally submitted or as modified, or a re¬ 
vised schedule submitted with the state¬ 
ment covering all or part of the items 
listed oh the original schedule, repre¬ 
sents the concurrent physical inventory 
of the items to be removed. 

Notice of removal may be delivered 
before or after the expiration of the pe¬ 
riod for plant clearance provided in 
§ 844.413, but submission of such notice 
will not shorten the plant clearance 
period. 

(c) War contractors will use reason¬ 
able care in the transportation and pres¬ 
ervation of material removed and stored 
as set forth in this section, regardless of 
any provisions of the terminated war 
contract requiring a lesser degree of re¬ 
sponsibility for the care and preserva¬ 
tion of material during performance of 
the contract. Material will be prepared 
for removal in accordance with § 844.466- 
1 governing the preparation of material 
for removal by the Government. 

(d) Prior to the date fixed for removal 
of the material by the war contractor, 
the contracting officer (in the case of the 
Navy, the cognizant Navy material in¬ 


spector) should, to the extent practicable, 
verify the material on the schedule as 
to quantities and condition and as to its 
allocability to the terminated war con¬ 
tract. Under section 12 (d) of the act, 
if the contracting officer fails to check 
such material, at or before the time of 
its removal, a certificate of the war con¬ 
tractor. specifying the material on the 
schedule which has been removed, and 
submitted to the contracting officer with¬ 
in thirty days after the date fixed for 
removal, will constitute prima facie evi¬ 
dence against the Government as to the 
quantities and condition of the material 
removed, and the fact of its removal. 
I JTR 464] 

§ 844.465 Storage by the Government. 
[JTR 4651 

§ 844.465-1 General, (a) The Gov¬ 
ernment may store termination inven¬ 
tory (1) in facilities operated by the 
services, bureaus, or other Government 
agencies; (2) with the war contractor 
whose contract is terminated; (3) with 
other war contractors; or (4) in com¬ 
mercial warehouses. Open storage may 
be utilized, depending on the character 
of the material to be stored. The Sur¬ 
plus War Property Administration 
“Guide for Storage of Plant Equipment, 
Termination Materials, and other Prop¬ 
erty” should be consulted in determining 
the type of storage and the preparation 
of materials therefor. 

(b) The policy of the War and Navy 
Departments is to remove residual ter¬ 
mination inventory from the war con¬ 
tractor’s premises to storage facilities 
operated by the services, bureaus, or 
other Government agencies. If storage 
space Is not available immediately in 
such facilities and other storage space 
cannot be obtained through the Space 
Control Committee of the Surplus War 
Property Administration, arrangements 
may be made to store the termination in¬ 
ventory with the war contractor. 

(c) Except material stored with the 
war contractor, termination inventory 
must be packaged and marked as pre¬ 
scribed in § 844.466-1 prior to its removal 
to a place of storage. [Jilt 465.11 

§ 844.465-2 Storage with tear con¬ 
tractor under standard storage agree¬ 
ments. (a) Agreements with war con¬ 
tractors for the storage of termination 
inventory will normally be made sub¬ 
stantially in accordance with either one 
of the two forms of standard storage 
agreements set forth in § 849.972. If a 
storage agreement is entered into with 
a prime contractor under a cost-plus-a- 
fixed-fee contract or other contract pur¬ 
suant to which title is already vested in 
the Government, the provisions for trans¬ 
fer of title and allocability should be de¬ 
leted from the form of storage agree¬ 
ment. Where a storage agreement is 
made wuth a subcontractor, appropriate 
changes w r ill be made in the recitals and 
in the first two articles of the forms in 
§ 849.972. 

(b) The form of standard storage 
agreement set forth in § 849.972-2 will be 
used for storing termination inventory 
which has no immediate use and which is 
not salable at a price approaching its 
original cost. Salvage, semi-fabricated 
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parts and components, and non-usable 
raw materials are the types of material 
that will usually be stored under this 
form of agreement which limits the re¬ 
sponsibility of the war contractor for the 
material stored. His liability under this 
agreement is merely to provide space for 
the material to be stored and to see that 
it is not lost or damaged because of his 
wilful misconduct or lack of good faith. 

(c) The form of standard storage 
agreement set forth in § 849.972-2 will be 
used whenever the termination inven¬ 
tory to be stored has a value for use or 
sale substantially in excess of its value 
as scrap or salvage. Usable raw mate¬ 
rials, fabricated components and parts, 
and completed items which have a value 
for future use or sale will be stored under 
this form of agreement. This form of 
agreement imposes a duty on the war 
contractor to exercise reasonable care in 
the storage and preservation of the 
material. 

(d) If a standard storage agreement is 
executed with the war contractor, the 
contracting officer fin the case of the 
Navy, the NMR&DA) may permit termi¬ 
nation inventory to be left in bins or 
otherwise unpackaged, provided the 
items are properly tagged or marked to 
identify them with the listings on the 
termination inventory schedules. IJTR 
465.21 

§ 844.465-3 Temporary storage under 
settlement agreement with prime con¬ 
tractor. (a) In a case where it is im¬ 
practicable to provide for removal or for 
storage under a standard form of storage 
agreement of all termination inventory 
of the prime contractor not disposed of 
at the time of execution of the final set¬ 
tlement agreement with him. the settle¬ 
ment agreement shall provide for the 
transfer of title to the Government of 
remaining termination inventory in sub¬ 
stantially the form set forth in §§ 849.- 
981-1 and 849.981-2 as the third form 
of Article 1. In such case, the material 
so transferred to the Government shall 
be clearly identified by reference to ter¬ 
mination inventory schedules or a sepa¬ 
rate list of the material. 

<b) If there are discrepancies between 
the quantities, weights and conditions of 
~ the items listed and of those actually 
found, the prime contractor wTl reim¬ 
burse the Government for the fair value 
of items lost, destroyed, damaged or 
short, if the discrepancies exceed reason¬ 
able tolerances in accordance with good 
commercial inventory practice and the 
contractor has failed to exercise such 
care as a reasonably careful owner of 
similar property would exercise. [JTR 
465.31 

§ 844.465-4 Temporary storage with 
subcontractor, (a) Where all termina¬ 
tion inventory of a subcontractor is not 
disposed of before, or at the time, the 
settlement of his claim becomes final and 
conclusive upon the Government, and it 
is impractical to provide for the removal 
of such remaining inventory or for its 
storage under a standard form of stor¬ 
age agreement, such remaining inven¬ 
tory may be temporarily stored with the 
subcontractor in accordance with this 
section. 


(b) Such temporary storage may be 
provided for by an agreement between 
the Government and the subcontractor, 
executed on or after the date of the 
final settlement agreement between the 
subcontractor and his next higher tier 
war contractor. The temporary storage 
agreement will contain substantially the 
provisions prescribed by § 844.465-3. 

(c) In the case of a subcontract under 
a War Department prime contract, such 
temporary storage may also be provided 
for by an agreement between the sub¬ 
contractor and the ,war contractor liable 
to him. Such agreement shall contain 
substantially the provisions prescribed 
by § 844.465-3. Where the subcontract 
settlement is authorized, approved, or 
ratified by the Government, the Govern¬ 
ment thereafter will look only to the 
subcontractor storing the inventory for 
such inventory or its value, provided the 
war contractor making the settlement 
with him assigns to the Government his 
rights under the storage agreement and 
promptly submits a list of the property 
to the contracting officer. [JTR 465.4] 

§ 844.466 Removal by the Govern¬ 
ment. [JTR 4661 

§ 844.466-1 Preparation of material 
for removal, (a) Where items are to be 
removed by the Government, the war 
contractor will prepare them for re¬ 
moval in accordance with instructions 
of the contracting officer. In the case of 
the Navy, the instructions will be given 
by the NMR&DA with respect to items 
which are to be removed for storage by 
the NMR&DA, or by the Navy material 
inspector with respect to items which 
are to be removed for the cognizant 
bureau. 

(b) Such instructions will require 
that all termination inventory, other 
than scrap, be crated, baled, or otherwise 
packaged, and that each container or 
bale be marked or tagged to show the war 
contractor’s name, the terminated war 
contract number, the page number of the 
termination inventory schedule, and the 
item number. Where a single item of 
inventory is to be moved in more than 
one container or bundle, each container 
or bundle should show its number and 
the total number in the series, as for 
example, 1 of 5; 2 of 5, etc. If available, 
the Surplus War Property Administra¬ 
tion report number, or disposal agency 
identification number assigned to the 
report, will be shown in the markings or 
on the tags, in lieu of the contract num¬ 
ber. Strict observance of these packag¬ 
ing and marking requirements is essen¬ 
tial to efficient handling of termination 
inventory. 

(c) The war contractor will be al¬ 
lowed reimbursement in the termination 
settlement, or under a subsequent agree¬ 
ment, for reasonable costs incurred In 
preparing items for removal in accord¬ 
ance with instructions of the contract¬ 
ing officer, except as to any part of such 
costs which the war contractor is obli¬ 
gated by contract to pay. [JTR 466.1] 

§ 844.466-2 Acknowledgment of re¬ 
ceipt for material removed, (a) When 
termination inventory is removed from a 
war contractor’s premises by the Gov¬ 
ernment, the contracting officer (in the 


case of the Navy, the cognizant Navy 
material inspector) will furnish the war 
contractor with an acknowledgment of 
the physical receipt of the material as 
removed. The receipt will be executed 
substantially in accordance with the 
form provided in § 849.971. Unless the 
contracting officer directs otherwise, a 
receipt executed before final settlement 
will provide expressly that it is without 
prejudice to any determination of allo- 
cability. Whenever feasible, such re¬ 
ceipt will be executed on copies of the 
termination inventory schedules to be 
retained by the war contractor. When¬ 
ever the material is removed from the 
war contractor’s premises in lots, copies 
of the covering shipping documents may 
be used for purpose of receipt or ref¬ 
erence may be made in the receipt to 
item identification numbers on the ter¬ 
mination inventory schedules. [JTR 
466.2] 

(b) Whenever termination inventory 
is removed from the premises of a war 
contractor under a cost-plus-a-fixed-fee 
contract or other contract pursuant to 
which title is already vested in the Gov¬ 
ernment, the acknowledgment of receipt 
will be modified appropriately; will not 
be qualified as to allocability. if this fact 
has already been determined; and will 
omit reference to transfer of title. 
[JTR 466.2] 

§ 844.466-3 Removal of unallocable 
material. If the Government removes 
material from a war contractor’s prem¬ 
ises and such material is determined 
prior to final settlement not to be al¬ 
locable to the terminated war contract, 
the contracting officer at his election will 
(a) arrange for the return of such mate¬ 
rial, or like material, at the war con¬ 
tractor’s risk and expense, or (b> credit 
its disposal value at the time of its re¬ 
moval. or (c) credit the proceeds real¬ 
ized by the Government from its dis¬ 
posal. [JTR 466.3] 

§ 844.467 Verification of material for 
storage or removal by the Government. 
(a) The contracting officer (in the case 
of the Navy, the cognizant Navy material 
inspector) will be responsible for verifi¬ 
cation of items listed on a termination 
inventory schedule when such items are 
to be removed from the war contractor’s 
premises or stored under a standard 
storage agreement. 

(b) Ordinarily, one hundred per cent 
verification is not required. The extent 
of selective checks should depend upon 
the size of the inventory, the nature of 
the property, past experience with the 
war contractor, and any other relevant 
factors. The verification should include 
a check to disclose defective material or 
rejects. Quantities, conditions, and 
weights shown on termination inventory 
schedules ordinarily will be accepted if 
they are substantially correct. For 
property accounting purposes, personnel 
making selective counts of termination 
inventory as herein provided will note 
the items selected and the results of their 
counts on one copy of the schedule and 
in every case these copies, properly au¬ 
thenticated by Government representa¬ 
tives charged with supervision of the 
selective count, will be furnished (1) in 
the case of the War Department, to the 
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contracting officer and then to the inter¬ 
ested accountable property officer, or (2) 
in the case of the Navy, to the Navy ma¬ 
terial inspector. 

(c) If a standard storage agreement is 
entered into with a war contractor, the 
war contractor and the contracting offi¬ 
cer (in the case of the Navy, the cog¬ 
nizant Navy material inspector) will 
make a joint verification of the termina¬ 
tion inventory schedules. 

(d) Under cost-plus-a-fixed-fee war 
contracts and other contracts pursuant 
to which title is already vested in the 
Government, the contracting officer will 
arrange for the taking of a physical in¬ 
ventory. In the case of War Department 
contracts, such inventory will be taken 
as prescribed in Section X of the War 
Department Industrial Property Ac¬ 
counting Manual and Section X of War 
Department TM 14-911. [JTR 4671 

SUBPART G—SPECIAL TOOLING 

5 844.470 Scope. This subpart deals 
with certain methods for protecting the 
Government’s interest in special tooling 
related to terminated war contracts. 

I JTR 4701 

§ 844.471 Protection of Government's 
interest . [JTR 4711 

§ 844.471-1 Definition of special tool¬ 
ing. The term “special tooling” includes 
jigs, dies, fixtures, moulds, and other 
similar equipment acquired or produced 
by the war contractor specially for the 
war contract or for the contract and 
other war contracts. The term does not 
relate to buildings, building equipment, 
and machine tools; nor to tools such as 
cutting tools and hand tools which 
usually lose their utility through wear 
and tear rather than through obso¬ 
lescence. I JTR 471.11 

§ 844.471-2 Duty of protecting the 
Governments interest. The provision, 
which is contained in the Statement of 
Principles for Determination of Costs 
<see §.845.551-2), relating to costs of 
special tooling allowable under termi¬ 
nated fixed-price contracts, requires 
protection of the interest of the Gov¬ 
ernment either by transfer of title or by 
some other appropriate means, t JTR 
471.21 

§ 844.471-3 Methods of protecting the 
Government's interest. (a) In most 

cases it will not be desirable for the Gov¬ 
ernment to take title to special tooling. 
Generally, the contractor should be per¬ 
mitted to retain the special tooling, and 
the contracting officer should protect the 
Government’s interest (1) by taking into 
consideration, in determining the rate 
of amortization, the use of the special 
tooling or other work of the contrac¬ 
tor; (2) by obtaining a proper disposal 
credit in the settlement agreement as 
provided by paragraph (b) of this sec¬ 
tion; and (3) where there is a possibil¬ 
ity that the tooling may be needed for 
Government purposes within a reason¬ 
able period, by appropriate arrange¬ 
ments for the use of the tooling. 

(b) If the tooling is retained by the 
contractor or sold to a third party, its 
value or the proceeds of any sale should 
be treated as a disposal credit in the 


contractor’s settlement proposal and not 
as a reduction of the cost of the special 
tooling subject to amortization. When 
the rate of amortization takes into ac¬ 
count the continuing \york of the war 
contractor, the disposal credit should 
not include the value of the tooling to 
the contractor for use on other work 
but only its ultimate disposal value. 
However, w f here the disposal value con¬ 
sists only of scrap and it has been the 
contractor’s consistent practice to credit 
all tool scrap to overhead, such prac¬ 
tice will be acceptable without applying 
the scrap value as a disposal credit. 
[JTR 471.31 

SUBPART H—SPECIAL FACILITIES 

§ 844.480 Scope. This subpart, which 
embodies Termination Cost Memoran¬ 
dum No. 9 of the Office of Contract Set¬ 
tlement. deals with certain methods for 
protecting the Government’s interest in 
special facilities related to terminated 
war contracts. In this connection, ref¬ 
erence is also made to the Statement of 
Principles for Determination of Costs, 
§ 845.551-2 (f). [JTR 4801 

§ 844.481 Protection of Government's 
interest. !JTR 4811 

§ 844.481-1 Definitions, (a) The term 
“special facility”, as used in this subpart, 
means a facility acquired by the con¬ 
tractor solely for the performance of the 
contract, or for the contract and other 
war contracts, which is not of the same 
type or utility as those used in the con¬ 
tractor’s other business. A machine 
which Is standard for one contractor may 
be “special” in the hands of a contractor 
who does not use such a machine in his 
other business. The term “special fa¬ 
cility” does not include jigs, tools, dies 
and fixtures of the type referred to as 
“special tooling” in § 844.471-1. 

(b) The phrase “other war contracts” 
refers only to such war contracts as were 
in existence, at the time of acquisition 
of the facility, or were at that time so 
certain to be entered into that the facility 
could reasonably have been acquired for 
them, as well as for the terminated con¬ 
tract. For purposes of this subpart, 
time of acquisition means the date an 
order was placed to acquire the facility or 
the date of authorization. of construc¬ 
tion of the facility by the contractor. 

(c) The phrase “other business of the 
contractor” refers to all present and 
prospective business reasonably antici¬ 
pated other than the contract or con¬ 
tracts for which the facility was acquired. 
It includes both war and non-war busi¬ 
ness. 

(d) Facilities will be considered “rea¬ 
sonably capable of use in the other busi¬ 
ness of the contractor” and, therefore, 
not subject to the loss provisions of the 
Statement of Cost Principles (§ 845.551-2 
(f)), so long as they would require only 
relatively minor changes in their physical 
condition or location to render them ca¬ 
pable of such use in a reasonably eco¬ 
nomical manner. Those facilities which 
are physically capable of such use in the 
other business of the contractor will 
qualify for the loss provisions o$ly if (1) 
they would require a relatively large ex¬ 
penditure to change their character or 


location in order to make them capable 
of economic use, or (2) the character of 
the facilities would prevent their use in 
a reasonably economical manner. [JTR 
481.11 

§ 844.481-2 Determination of “special 
facility". Particular care should be 
taken to determine that a facility is a 
special facility as herein defined. The 
bid proposal or other records relating to 
the negotiation or performance of the 
contract, which may indicate whether ac¬ 
quisition of the facility was contemplated 
by the parties, are important, but not 
necessarily controlling, evidence that the 
facility was acquired solely for the con¬ 
tract or for the contract and other war 
contracts. In the absence of such spe¬ 
cific evidence, other satisfactory evi¬ 
dence will be required. In no case will 
the contractor’s unsupported assertion 
on this point be considered sufficient, and 
a representation by the contractor at the 
time the contract was negotiated that he 
did not need additionai facilities for its 
performance will indicate that such ac¬ 
quisition was not contemplated. I JTR 
481.2] 

§ 844.481-3 Methods of protecting the 
Government's interest. <a) The con¬ 
tracting officer should determine which 
of the following alternatives appear, in 
the exercise of sound judgment, best to 
protect the Government’s interest: 

(1 > For the contractor to transfer title 
to the Government; or 

(2) For the contractor to transfer title 
to a third party, giving the Government 
a proper disposal credit; or 

<3) For the contractor to retain title, 
giving the Government a proper disposal 
credit, and. where it is determined to be 
to the Government’s interest, to execute 
a standby agreement containing such of 
the following commitments as the con¬ 
tracting officer deems appropriate: (i) 
To maintain such facility in good condi¬ 
tion at the contractor’s expense for a 
designated period; <ii) to maintain title 
free of incumbrances; (iii) to make no 
material alteration in such facility; (iv> 
to give priority to Government orders for 
the designated period; and (v) in nego¬ 
tiating other Government supply con¬ 
tracts, to recognize, as a cost, not more 
than a proper proportion of the disposal 
credit as depreciation for such facility. 

(b) Where title is not transferred to 
the Government, the procedures followed 
to establish the propriety of the disposal 
credit should be the same, regardless 
of whether the facility is retained by the 
contractor or sold to a third party. [JTR 
431.31 

§ 844.481-4 Allocation of “loss of use¬ 
ful value", (a) Whether the special fa¬ 
cility is (1) retained by the contractor 
after termination, (2) sold, or (3) trans¬ 
ferred to the Government, the entire cost 
of the facility represents the “loss of use¬ 
ful value”, which is the amount to be al¬ 
located in accordance with paragraph (b) 
of this section. Where the contractor 
sells the facility to a third party (other 
than the Government) or retains it for 
its own use or as scrap, the proceeds of 
sale or the retention value should be 
treated as a disposal credit in the con¬ 
tractor’s settlement proposal and not as 
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a reduction of the amount to be allo¬ 
cated. Where provision for loss on a 
facility is included in a settlement, de¬ 
preciation or amortization on the same 
facility will be excluded. 

<b> Ordinarily, the unit quantities of 
deliveries, as provided in the Statement 
of Cost Principles (§ 845.551-2 (f)), will 
be an acceptable basis for the allocation 
of the cost of Ihe facility (1) to the ter¬ 
minated contract where more than one 
contract is involved and (2) between the 
completed and terminated portions of 
the contract. However, if the contract 
or contracts Include products of a di¬ 
verse nature, some other equitable basis 
may be used, such as machine or labor 
hours. tJTH 481.41 

SUBP/RT I—WAR DEPARTMENT ACCOUNT¬ 
ABILITY FOR TERMINATION INVENTORY 

§ 844.490 Scope. This subpart applies 
only to the War Department. It pre¬ 
scribes special procedures with respect to 
the assumption and maintenance of ac¬ 
countability for termination inventory 
which the War Department is obligated 
to acquire. [JTR 4901 

§ 844.491 Accowitability defined. 
With respect to termination inventory, 
the term accountability means the duty 
of maintaining records as prescribed 
herein. In this connection, neither ac¬ 
countable property officers nor contract¬ 
ing officers have responsiblity, within the 
meaning of Army Regulations pertaining 
to property, for termination inventory 
in possession of war contractors or com¬ 
mercial warehousemen, unless such 
officers have been charged specifically 
with the care and safekeeping of the 
material, t JTR 491] 

§ 8^4.492 Designation of accountable 
property officers, (a) Subject to such 
procedures as the chiefs of services may 
prescribe for purposes of uniformity, 
contracting officers under terminated 
prime contracts, the settlement of which 
will involve the acquisition by the Gov¬ 
ernment of termination inventory, will 
request commanding officers of procure¬ 
ment districts or similar agencies (1) to 
designate accountable property officers to 
be charged with the assumption and 
maintenance of accountability for termi¬ 
nation inventory so acquired, and (2) to 
advise the contracting officer as to each 
such designation. Except as hereinafter 
provided with respect to subcontracts, 
accountable property officers so desig¬ 
nated will be stationed at the same loca¬ 
tion where records in support of the pay¬ 
ment under the final settlement agree¬ 
ment are maintained. The same ac¬ 
countable property officer may be desig¬ 
nated for more than one contract. 
Where the property disposal function 
with respect to a subcontractor's termi¬ 
nation inventory has been delegated to 
another procurement district or similar 
agency or where the geographical loca¬ 
tion of a subcontractor's plant in relation 
to the prime contractor’s plant so war¬ 
rants, a separate accountable property 
officer for the subcontract may be desig¬ 
nated. The officer so designated, how¬ 
ever, must be stationed at the same loca- 
t ion where records are maintained by the 
interested property disposal officer 


charged with the disposal function with 
respect to termination inventory taken 
over by the War Department. 

tb) Contracting officers, as the chief 
of service prescribes (1) will show on 
each Public Voucher No. 1034 covering 
payment under a final settlement agree¬ 
ment. or on schedules attached thereto, 
the designation of the account and sta¬ 
tion of every accountable property officer 
charged with the assumption of account¬ 
ability for termination inventory taken 
over by the Government in connection 
with that settlement, including termina¬ 
tion inventory taken over from subcon¬ 
tractors, if any, or (2) will notify the 
Fiscal Director of the interested service 
command of the account and station of 
each accountable property officer desig¬ 
nated under paragraph (a) of this 
section. 

(c) A commanding officer of an in¬ 
stallation where termination inventory 
is stored awaiting disposition instruc¬ 
tions, will designate an accountable prop¬ 
erty officer for the installation. 

(d) Where a new property account is 
established because of the designation 
of an accountable property officer as 
herein prescribed, a copy of the pertinent 
order will be furnished to the fiscal direc¬ 
tor of the service command having juris¬ 
diction over the new account. [JTR 
492] 

§ 844.493 Assumption of accounta¬ 
bility. (JTR 493] 

§ 844.493-1 Termination inventory 
acquired from war contractors, (a) 
Accountability for termination inven¬ 
tory, the title to which is transferred 
from a war contractor to the Govern¬ 
ment, will be assumed by accountable 
property officers designated in accord¬ 
ance with the provisions of § 844.492. 
Accountability will vest in such officers: 

(1) As to material stored with a war 
contractor, upon receipt of a conformed 
copy of the storage agreement from the 
contracting officer executing the agree¬ 
ment; 

(2) As td material removed from a war 
contractor’s premises prior to execution 
of the final settlement agreement, upon 
receipt from the contracting officer or 
local disposal officer of properly authen¬ 
ticated termination inventory schedules 
or other authorized documents listing 
the material; and 

(3) As to material the title to which is 
transferred to the Government in a final 
settlement agreement with the prime 
contractor or in a special agreement with 
a subcontractor, but pursuant to such 
agreement is left on the war contrac¬ 
tor’s premises, upon receipt from the con¬ 
tracting officer executing such agreement 
of conformed copies of the schedules of 
such material referred to in the agree¬ 
ment. 

(b) To avoid duplicating lists of ma¬ 
terial removed from a war contractor's 
premises, at least two copies of the in¬ 
ventory schedules or other authorized 
documents referred to in paragraph (a) 
(2) of this section, should be furnished 
to the accountable property officer; one 
copy for use in his jacket file; and one 
copy to be appended in whole or in part 
to shipping documents prepared in con¬ 


nection with sales by the War Depart¬ 
ment or in connection with the transfer 
of accountability. I JTR 493.11 

§ 844.493-2 Government furnished 
termination inventory. The contracting 
officer or his representative responsible 
for the property disposal function in con¬ 
nection with a terminated war contract 
under which Government property pre¬ 
viously has been furnished to the con¬ 
tractor, will forward to the officer holding 
accountability for such Government ma¬ 
terial, lists thereof on termination in¬ 
ventory schedules or on other suitable 
forms. Where this accountable property 
officer has not also been designated to 
assume accountability for termination 
inventory under the contract, and when 
the material is not to be promptly re¬ 
moved from the contractor’s premises, 
he will transfer accountability therefor 
to the officer designated for the termi¬ 
nated contract in accordance with 
§ 844.495-1. Except as set forth above, 
existing accountability instructions will 
be observed, f JTR 493.2] 

§ 844 494 Property accounting rec¬ 
ords. [JTR 494] 

§ 844.494-1 Purposes. The War De¬ 
partment maintains property account¬ 
ing records of termination inventory 

(a) to provide a means for preventing 
misappropriation of the material, and 

(b) to facilitate the physical handling 
and authorized disposition of the ma¬ 
terial. [JTR 494.1] 

§ 844.494-2 Jacket file records . (a) 

Accountable property officers will estab¬ 
lish a jacket file system of record keep¬ 
ing. This system recognizes that dis¬ 
posal agencies issue disposition instruc¬ 
tions by individual items on termination 
inventory schedules applicable to par¬ 
ticular contracts. Under this jacket file 
method of accounting, a file will be es¬ 
tablished for each contract, or group of 
contracts where two or more contracts 
are grouped for termination settlement 
purposes. The file will include all docu¬ 
ments pertaining to accountability for 
termination inventory taken over by the 
Government. These documents will be 
assigned property voucher numbers and 
recorded in a voucher register as pre¬ 
scribed in AR 35-6700. Where an ac¬ 
countable property officer also maintains 
a property account for material other 
than termination inventory, accountable 
documents relating to termination in¬ 
ventory will be included in the estab¬ 
lished series of property voucher num¬ 
bers for the account, and will in each 
case refer to the terminated contract 
number, prefixed by the letter “T” or 
other appropriate symbol, to establish 
clearly that the documents pertain to 
termination transactions. This informa¬ 
tion also will be shown in the voucher 
register. A jacket file will be controlled 
by the contract number to which it re¬ 
lates 

(b) In lieu of establishing an individ¬ 
ual record for each item of termination 
inventory, accountable property officers 
are authorized to use the termination in¬ 
ventory schedules as work sheets. This 
is for the purpose of reflecting the dis¬ 
position of the items listed thereon or the 
authorized transfer of accountability 
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therefor. Under this procedure, as relief 
from accountability Is accomplished the 
assigned credit voucher number and the 
quantity will be entered opposite the 
particular item on the schedule. Where 
there are numerous transactions with re¬ 
spect to a particular item, auxiliary rec¬ 
ords (stock record cards or other suitable 
forms) will be established, or the trans¬ 
actions will be recorded on the schedules 
so as to provide a complete and accu¬ 
rate accounting for the original quan¬ 
tity of the item, t JTR 494.2] 

§ 844.434-3 Cost - plus - a - fixed - fee 
prime contracts. In the case of cost- 
plu-a-flxed-fee prime contracts, title to 
the material acquired in connection with 
performance of the contract is already 
vested in the Government and account¬ 
ability has been established. When this 
material becomes termination inven¬ 
tory, and where such action will sim¬ 
plify the task of record keeping, the 
accountable property officer is authorized 
to establish the jacket file system of ac¬ 
counting. Ia such cases, the termination 
inventory schedules will serve both as a 
credit voucher to the established prop¬ 
erty account and as a d ebit voucher to 
the jacket file account, t JTR 494.3J 

§ 844.484-4 Storage installations. 
With respect to termination inventory 
stored at War Department installations 
awaiting disposition instructions, the 
jacket file system of accounting will be 
supplemented to provide for showing 
storage area location (aisle, bay, etc.) for 
each item appearing on the termination 
inventory schedules, so as to permit 
prompt location of any item. (JTR 
494.4J 

§ 844.495 Relief from accountability. 
[JTR 4951 

§ 844.495-1 Shipments of termination 
inventory on War Department order. 
<&) As to authorized shipments of ter¬ 
mination inventory which require trans¬ 
fer of accountability to another ac¬ 
countable property officer and those with 
respect to a sale by the War Department, 
copies of properly completed Vendor’s 
Shipping Documents, War Department 
Shipping Documents, or Shipping Tick¬ 
ets. whichever form is in current use at 
the installation concerned, will serve as 
valid credit vouchers to the interested ac¬ 
countable property officer’s account. 
Where, however, the shipment is made 
in connection with a sale by the War De¬ 
partment. the procedures prescribed in 
section II, AR 35-6660 with respect to 
sales of property will be observed. Where 
practicable, to avoid duplicating the list¬ 
ing of items on the shipping document, a 
copy of the inventory schedules or ap¬ 
plicable portion thereof will be appended. 

<b) Where Vendor’s Shipping Docu¬ 
ment forms are used, the certificates ap¬ 
pearing thereon which are usually re¬ 
quired to be executed for purposes of 
payment of a vendor will be deleted, in¬ 
asmuch as payment will be supported by 
the termination settlement agreement 
and not by the Vendor’s Shipping Docu¬ 
ment. 

(c> Distribution of copies of completed 
shipping document forms, regardless of 
type, will be the same as is prescribed for 


the War Department Shipping Docu¬ 
ment. This distribution does not require 
copies to be forwarded to Finance Officers 
for property audit or for any other pur¬ 
pose. 

(d).All copies of shipping documents 
prepared for shipments of termination 
inventory must bear the notation “Ter¬ 
mination Inventory”. In addition, ship¬ 
ping documents covering shipments of 
termination inventory from storage un¬ 
der a storage agreement with a war con¬ 
tractor or from storage in a commercial 
warehouse, must bear the notation 
“Shipped from Storage” and must indi¬ 
cate the station of the contracting offi¬ 
cer under the storage or warehouse 
agreement involved. 

<e) When copies of termination in¬ 
ventory schedules or applicable portions 
thereof are appended to shipping docu¬ 
ments to avoid duplicating the listing of 
material, reference to the schedules in 
the body of the shipping document must 
be sufficient to permit positive identifica¬ 
tion in the event such schedules become 
detached. If items are listed individ¬ 
ually on shipping documents, the page 
number of the inventory schedule and 
the item number on the page will be 
included in listing each item on the 
shipping document. fJTR 495.11 

§ 844.495-2 Shipments of termina¬ 
tion inventory on disposal agency or¬ 
der. —Where, at the direction of a dis¬ 
posal agency, termination inventory is 
delivered to a disposal agency, other 
Government agency or buyer, an authen¬ 
ticated copy of the delivery order re¬ 
ceived from the disposal agency with the 
receipt of the common carrier or trans¬ 
portation agency, or in the case of direct 
delivery to the buyer, his written ac¬ 
knowledgment of receipt on the delivery 
order, will constitute a valid credit 
voucher to the property account for the 
material so delivered. When the deliv¬ 
ery order is not complete in detail as to 
quantity and nomenclature of the items 
ordered to be delivered, a shipping docu¬ 
ment will be originated and a copy 
thereof filed in support of the delivery 
order. [JTR 495.2] 

§ 844.495-3 Losses in storage^, (a) In¬ 
stances of losses of or damage to ter¬ 
mination inventory in storage under 
storage agreements with war contrac¬ 
tors or commercial warehousemen will 
be reported to the contracting officer 
under the applicable agreement for ap¬ 
propriate action with respect to the lia¬ 
bility, if any, of the contractor or ware¬ 
housemen under the terms of the stor¬ 
age agreement. The contracting officer 
will advise the accountable property of¬ 
ficer in writing of (1) the amount of the 
loss, (2) his findings with respect to the 
war contractor’s or warehouseman’s lia¬ 
bility, (3) the amount of liability ac¬ 
knowledged by the war contractor or by 
the warehouseman, (4) what action has 
been initiated to collect amounts which 
may be due the Government, and what 
disposal instructions have been issued 
in the case of damaged property. The 
contracting officer’s written advice will 
in all cases, regardless of the nature of 
the findings, serve as an acceptable credit 
voucher to the accountable property of¬ 


ficer’s account for the material, pro¬ 
vided that where damaged property is 
to be disposed of accountability instruc¬ 
tions applicable to such disposition will 
be observed. 

(b) The inventory adjustment pro¬ 
cedure prescribed in Circular 94, War 
Department, 1944 will be followed at 
War Department installations with re¬ 
spect to termination inventory in stor¬ 
age at such points awaiting disposition 
instructions. L JTR 485.3] 

§ 844.495-4 Discrepancies disclosed 
upon removal of termination inventory 
acquired under filial settlement agree¬ 
ment. Relief from accountability for 
discrepancies disclosed upon removal 
from a war contractor’s premises of ter¬ 
mination inventory, the title to which 
has previously been transferred to the 
Government by terms of the final set¬ 
tlement agreement, will be accomplished 
in accordance with the procedures set 
forth in § 844.495-3 (1). I JTR 495.4] 

§ 844.495-5 Disposition of scrap, (a) 
Where termination inventory taken over 
by the War Department is subsequently 
determined to be scrap under the pro¬ 
visions of § 844.453-2, the contracting 
officer will furnish the interested ac¬ 
countable property officer with a list of 
such material together with written in¬ 
dication of the scrap determination and 
disposition instructions. In the case of 
material turned over to a salvage officer, 
such lists and written instructions of the 
contracting officer, supported by the sal¬ 
vage officer’s acknowledgment of receipt 
of the material, will constitute a valid 
credit voucher to the property account. 
Where sales of such scrap are made by 
the contracting officer, the instructions 
set forth in § 844.495-1 (a) will be ob¬ 
served. 

<b) Where termination inventory 
taken over by the War Department 
is discarded or abandoned by a war con¬ 
tractor in possession pursuant to the pro¬ 
visions of § 844.453-3, an authenticated 
copy of the contracting officer’s author¬ 
ization to the contractor listing the items 
to be discarded or abandoned, will con¬ 
stitute a valid credit voucher to the 
property account. I JTR 495.5] 

§ 844.496 Discrepancies incident to 
shipments. [JTR 496] 

§ 844.496-1 Receiving procedures. 
(a) At War Department installations 
and commercial warehouses receiving 
shipments of termination inventory for 
storage awaiting dispostion instructions, 
bundles, bales, cartons, and other pack¬ 
ages, comprising such shipments will not 
be opened to verify quantities. However, 
the provisions of paragraph 23b, AR 55- 
150, with respect to determining whether 
carriers have fulfilled their obligations 
under bill of lading agreements, will be 
observed. This will involve verification 
of the number of bundles, bales, cartons, 
and other packages or, in the case of 
bulk shipments where the unit of meas¬ 
ure is other than by weight, the quanti¬ 
ties involved. In every case an inspec¬ 
tion will be made to determine evidence 
of damage. If discrepancies are dis¬ 
closed, action will be taken in accordance 
with §§ 844.496-2 and 844.496-3. 
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(b) At War Department installations 
receiving items of termination inventory 
for use or consumption at such installa¬ 
tions or for stocking and subsequent is¬ 
sue to other activities of the War Depart¬ 
ment. usual receiving and accountability 
procedures will be followed. [JTR 496.1] 

§ 844.496-2 Termination inventory 
received at War Department installa¬ 
tions . (a) Shortages or damage dis¬ 

closed in shipments of termination in¬ 
ventory upon receipt at War Department 
installations will require action at such 
installations as set forth in this section. 

(b) If the material was shipped from 
storage under the* terms of a storage 
agreement with a war contractor or com¬ 
mercial warehouseman, the prescribed 
Report of Survey procedure will be ob¬ 
served. This procedure is set forth in 
paragraph 4 of AR 36-6640, in paragraph 
28e of AR. 55-150, and in Circulars 147 
and 295. War Department, 1943. (The 
report of survey procedure will be fol¬ 
lowed notwithstanding paragraph 1, Sec¬ 
tion V of Circular 295 which purports to 
exclude the type of shipment referred to 
in this section.) Where it has been de¬ 
termined in the survey proceedings that 
the shortages or damage are not the de¬ 
livering carrier’s responsibility and can¬ 
not be attributed to receiving station 
personnel, a request will be directed to 
the contracting officer under the con¬ 
tractor storage or warehouse agreement 
for a statement of his findings with re¬ 
spect to the liability, if any, of the war 
contractor or warehouseman, for the 
shortages or damage. The statement 
should include information as to action 
taken to effect collection of amounts 
which may be due from the contractor or 
warehouseman. This statement will be 
required as an exhibit to the Report of 
Survey. 

(c) If the material was removed and 
shipped by the Government from a wax- 
contractor’s premises without passing 
through intervening storage under a 
storage agreement with such contractor, 
and it appears that the carrier, or other 
transportation agency may be liable for 
the shortages or damage or that the dis¬ 
crepancies are attributable to receiving 
station personnel, the Report of Survey 
will be processed as prescribed in para¬ 
graph (b> of this section. Where it is 
obvious that the delivering carrier or 
other transportation agency is not re¬ 
sponsible for the shortages or damage, 
nor the receiving station personnel, or 
where there is an overage, the discrepan¬ 
cies will be listed on W.D., Q.M.C. Form 
No. 445 (Over. Short and Damaged Re¬ 
port) prepared in triplicate. One copy 
will be attached to the receiving voucher, 
one copy forwarded to the shipping ac¬ 
countable property officer and the other 
copy forwarded to the contracting officer 
under the terminated contract. The 
contracting officer upon receipt of the 
O.S&D. report will (1) direct that Gov¬ 
ernment personnel intensify their check 
of quantities as removed from the con¬ 
tractor’s plant W'here such appears to be 
appropriate, (2) consider the advisability 
of requesting an investigation of the con¬ 
duct of the contractor, or (3) initiate 
such other action as he may deem advis¬ 
able. In any event, he will advise the 


shipping accountable property officer in 
writing of the action taken or the reason 
for non-action. The burden will be 
upon the shipping accountable property 
officer to determine that he has been 
furnished such written advice with re¬ 
spect to each O.S.&D. report received by 
him. 1 JTR 496.2] 

§ 844.496-3 Termination inventory 
received at commercial warehouses . The 
procedures outlined in § 844.496-2 will be 
observed in connection with shortages or 
damage disclosed in shipments of ter¬ 
mination inventory upon receipt by com¬ 
mercial warehouses. Officers account¬ 
able for such material will request com¬ 
mercial warehousemen-to report all dis¬ 
crepancies and furnish such information 
with respect thereto as may be required 
In complying with the provisions of 
§ 844.496-2. [JTR 496.3] 

§ 844.496-4 Discrepancies reported by 
Government agencies outside the War 
Department. With respect to shipments 
of termination inventory to Government 
agencies outside the War Department 
which move under Government bills of 
lading initiated by the War Department, 
the shipping accountable property offi¬ 
cer, when discrepancies in shipments are 
reported to him, will be charged with the 
administrative duty of adjusting the re¬ 
ported discrepancy by observing the pro¬ 
cedures set forth in § 844.496-2, where 
appropriate, or in the case of shipments 
from a War Department storage installa¬ 
tion, by initiating a Report of Survey— 
Discrepancies Incident to Shipment 
(W.D., A.G.O. Form 15-1). In all cases, 
receiving agencies will be requested to 
furnish all information and data neces¬ 
sary to complete the action set forth 
above. TJTR 496.4] 

§ 844.497 Accountability for material 
neither stored with war contractor nor 
removed from war contractor's premises . 
Where material owned by a war contrac¬ 
tor and claimed by him to be allocable 
to the terminated contract is neither re¬ 
moved from his premises upon demand 
nor stored with him pursuant to an 
agreement, accountability will not be es¬ 
tablished until such time as the mate¬ 
rial is removed by the Government, a 
storage agreement with the war con¬ 
tractor is executed, or the Government 
by other means accepts the property, as, 
for example, in the final settlement 
agreement. I JTR 497] 
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flxed-fee subcontracts. 
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ments. 
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845.572- 2 
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845.573- 3 

845.574 

845.675 

845.576 

845.577 


SUBPART G-INTEREST 

Scope. 

Statutory provisions. 

Interest on termination claims of 
prime contractors. 

Date fixed for termination. 

Amount due on termination claim. 

Computation of interest. 

Deduction of waived Interest. 

Method of providing for interest 
in settlement agreements with 
prime contractors. 
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Where date of payment is esti¬ 
mated. 
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timated. 

Payment by disbursing officer. 
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subcontractors. 
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845.580 Scope. 

845.581 Creation of settlement review 

boards. 

845.582 Duty of board to review settle¬ 

ments. 

845.582- 1 Settlements required to be re¬ 

viewed. 

845.582- 2 Optional review. 

845.582- 3 Settlements and agreements not 

subject to review. 

845.583 Scope of review by board. 

845.584 Effect of action by review beard. 

845.584- 1 Action by the board. 

845.584- 2 Necessity for further approval. 

§ 845.500 Scope of part. This part 
deals with the policies and principles 
common to settlements with prime con¬ 
tractors and subcontractors. The pro¬ 
cedures peculiar to settlements with 
subcontractors are covered by Part 846 
and the procedures peculiar to settle¬ 
ments with prime contractors are covered 
in Part 847. [JTR 500] 


SUBPART A—METHODS OF SETTLEMENT 

5 845.510 Scope. This subpart dis¬ 
cusses generally the various methods of 
settling termination claims of both prime 
contractors and subcontractors and pro¬ 
vides guides for the selection of a par¬ 
ticular method. [JTR 510] 

§ 845.511 Basic objective. The basic 
objective both of the act and the ap¬ 
proved contract termination articles is 
to provide war contractors with fair com¬ 
pensation for their termination claims 
as expeditiously as possible in order to 
facilitate maximum war production dur¬ 
ing the war and to expedite reconversion 
from war production to civilian produc¬ 
tion as war conditions permit. [JTR 
511] 


§ 845.512 Authorized methods of set¬ 
tlement . [JTR 512] 

§ 845.512-1 Statutory provisions. The 
act provides that fair compensation to 
war contractors shall be determined (a) 
by agreement with the war contractor, 

(b) by determination without agreement, 

(c) by any combination of these two 
methods, or (d) by arbitration. [JTR 
512.1] 

§ 845.512-2 Contract provisions. The 
uniform termination articles for prime 
contracts and subcontracts and earlier 
similar articles also provide for fixing 
fair compensation to war contractors (a) 
by negotiated agreement, (b) by deter¬ 
mination based on a formula, or (c) by 
any combination of these two methods. 

I JTR 512.2] 

§ 845.513 Settlement by agreements 
The negotiated agreement is the most 
expeditious and most satisfactory meth¬ 
od of settling termination claims. This 
method will be used for settlement when¬ 
ever feasible. Other methods of settle¬ 
ment will be resorted to only when a ter¬ 
mination claim cannot be fairly settled 
by agreement. I JTR 5131 

§ 845.514 Settlement by determina¬ 
tion without agreement, (a) When any 
termination claim cannot be wholly set¬ 
tled by agreement, the claim or unset¬ 
tled part will be settled by determination 
without agreement. 

(b) Where the Government is making 
the settlement, the determination will 
be made in accordance with Subpart E of 
Part 847. 

(c) Where a war contractor is making 
the settlement with his subcontractor, 
the provisions of § 846.625 will govern. 

I JTR 514J 

§ 845.515 Settlement by combined 
7nethods; partial negotiated settlement . 

I JTR 5151 

§ 845.515-1 Approvals of subcontract 
settlements and dispositions of inven¬ 
tory. During the course of negotiations, 
the contracting officer from time to time 
will approve subcontract settlements and 
dispositions of termination inventory 
and credits arising therefrom in order to 
expedite or facilitate the settlement. 
Such approvals shall be final according 
to their terms, for the purpose of set¬ 
tling the terminated war contract in¬ 
volved. [JTR 515.11 

§ 845.515-2 Minimum partial settle¬ 
ments. (a) Ordinarily, the contracting 
officer should not attempt to make par¬ 
tial settlements covering particular items 
of the prime contractor’s proposal during 
the course of the negotiations. To do so 
may delay or impede the negotiation of 
the complete final settlement. Such set¬ 
tlements may be made, however, to cover 
payments for completed articles which 
are a part of the termination claim. 

(b) Whenever he considers it appro¬ 
priate. the contracting officer may agree 
with the prime contractor on a partial 
settlement fixing an amount which the 
Government agrees to be the minimum 
amount due on the entire claim without 
determining that this amount is due on 
particular elements of the claim or that 
additional amounts may not be due. 
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Tliis will assure the contractor that he 
will not be required to refund any part 
of this minimum amount, but otherwise 
leaves the final amount due on the entire 
claim to be negotiated. tJTR 515.21 

§ 845.515-3 Partial settlement upon 
failure to negotiate complete settlement . 

(a) When the contracting officer after 
diligent effort has not been able to nego¬ 
tiate a complete settlement of the termi¬ 
nation claim, he may negotiate a partial 
settlement agreement covering the issues 
on which agreement can be reached 
whenever: 

.(1) Such issues are clearly separable, 
and 

(2) The agreement will not prejudice 
the interest of the Government in dispos¬ 
ing of the unsettled part of the claim. 

(b) The remainder of the claim will 
then be settled by determination without 
agreement. [JTR 515.31 

§ 845.516 Settlement by arbitration . 

(a) Section 13 (e) of the act author¬ 
izes the contracting agency and the con¬ 
tractor by agreement to submit the ter¬ 
mination claim to arbitration. The chief 
of the service or bureau may authorize 
this method to be used whenever he be¬ 
lieves that the basic objectives of the act 
will be better served by its use than by 
resort to the other methods provided. 

(b) War contractors are authorized to 
resort to arbitration under general law 
in accordance with § 846.625 [JTR 5161 

$ 845.517 Settlement of two or more 
claims jointly . With the consent of the 
war contractor, the contracting officer or 
officers concerned may make or approve 
the joint settlement of two or more ter¬ 
mination claims of the same contractor 
under several war contracts with the 
same or different services or bureaus. In 
such cases, accounting work should be 
consolidated to the greatest extent prac¬ 
ticable. One settlement agreement cov¬ 
ering the several contracts or several set¬ 
tlement agreements may be used. The 
agreement should apportion the total 
amount of the settlement among the sev¬ 
eral contracts on some reasonable basis, 
but precise allocations to the parti cular 
contracts are not required. I JTR 5171 

SUBPART B—SETTLEMENT PROPOSALS TOR 
FIXED-PRICE CONTRACTS 

§ 845.520 Scope. This subpart states 
the information required for negotiated 
settlements between the Government and 
prime contractors, and between war con¬ 
tractors and their subcontractors, and 
describes the forms for presenting set¬ 
tlement proposals. TJTR 5201 

§ 845.521 General information re¬ 
quired for negotiation. [JTR 5211 

§ 845.521-1 Need for information. In 
settling the termination claim of a war 
contractor by agreement, the Govern¬ 
ment or the war contractor making the 
settlement must have adequate informa¬ 
tion to support the claim as a basis for 
the negotiations. This information must 
be sufficient to permit a sound business 
negotiation for a fair settlement. It 
may be presented in various, ways, as 
Indicated in § 845.523. Whichever of 
these methods is followed, it is essential 
to bear in mind that the purpose is not 


to make an exact determination of costs 
or a detailed application of any formula, 
but rather to provide adequate data for 
the exercise of sound and informed busi¬ 
ness judgment in reaching a settlement. 
[JTR 521.11 

5 845.521-2 Nature of information 
needed. The information in the war con¬ 
tractor’s proposal for settlement should 
support the amount he requests to com¬ 
pensate him fairly for the termination 
of the contract, without recognizing any 
profit on work not done. Ordinarily, 
this amount should cover the work done 
and preparations and commitments 
made for the terminated portion, plus 
a reasonable profit on the work done, 
and post-termination expenses, less any 
credits for the proceeds or value of any 
termination inventory retained or dis¬ 
posed of by the war contractor, but it 
should not include any amount for com¬ 
pleted articles invoiced at the contract 
price in accordance with § 842.252. 
[JTR 521.2] 

§ 845.521-3 Duty to submit promptly. 
(a) Each war contractor should prepare 
and submit his own claim as promptly 
as possible without waiting for the claims 
of his subcontractors. Likewise, a war 
contractor should promptly transmit up 
the contractual chain all his settlements 
with his subcontractors which require 
approval by the Government. 

<b) War contractors who delay unrea¬ 
sonably in submitting their claims will 
lose interest on them for the period of 
the delay in accordance with § 845.572- 
3(d). [JTR 521.31 

§ 845.522 Standard forms for war con¬ 
tractors’ proposals for settlement . [JTR 
522] 

§ 845.522-1 Purpose of standard forms. 
(a) In order to expedite the preparation 
and review of settlement proposals, the 
Director of Contract Settlement has pre¬ 
scribed Standard Forms for settlement 
proposals under fixed price war supply 
contracts. The Forms are for use by 
prime contractors of all departments and 
agencies of the Government and by their 
subcontractors. 

(b) The forms are designed to present 
the information required both for settle¬ 
ment of the claim and for disposal of 
termination inventory. 

§ 845.522-2 Proposal forms for claims 
under $1,000 The Short Form (Form la) 
is for settlement proposals amounting to 
less than $1,000 after deducting disposal 
credits for the entire inventory. It con¬ 
sists of a single sheet without supporting 
schedules. [JTR 522.21 

§ 845.522-3 General proposal forms. 
The general forms intended for use in 
settlement proposals, regardless of 
amount, consist of the following: 

(a) Form 1: Designed primarily for 
settlement proposals on the inventory 
basis, supported by the inventory and 
accounting schedules referred to in 
§§ 845.522-4 and 845.522-5. 

(b) Form lb: Designed for settle¬ 
ment proposals on the total cost basis, 
supported by the inventory and account¬ 
ing schedules referred to in §§ 845.522-4 
and 845.522-5. [JTR 522.31 


§ 845.522-4 Termination inventory 
schedules. Termination inventory 
schedules for use in supporting settle¬ 
ment proposals on Forms 1 and lb are 
as follows: 

(a> Form 2a: For metals (in mill 
product form); 

(b) Form 2b: For raw materials 
(other than metals), purchased parts, 
finished components, finished products, 
and miscellaneous: 

(c) Form 2c: For work in process: 

(d) Form 2d: For dies, jigs, fixtures, 
and special tools. [JTR 522.41 

§ 845.522-5 Schedule of accounting 
information. This form (Form 3> is 
used in presenting accounting informa¬ 
tion to facilitate accounting reviews and 
to reduce the need for field examinations. 
[JTR 522.51 

§ 845.522-6 Specimen forms. The 
standard forms and instructions for 
their use are reproduced in §§ 849.961 to 
849.964. inclusive. These forms have 
been filled out with hypothetical figures 
to illustrate their method of use. [JTR 
522.61 

§ 845.523 Bases for presenting infor¬ 
mation for negotiated settlement. [JTR 
6231 

§ 845.523-1 General, (a) There are 
various bases for presenting information 
for negotiating a settlement. The stand¬ 
ard forms described in §§ 845.522 to 
845.522-6, inclusive, are predicated on 
some of these bases. The following sec¬ 
tions discuss the bases and indicate 
which bases are appropriate for a par¬ 
ticular standard form. 

(b) Under a fixed-price contract, the 
contractor does not ordinarily have to 
prove his costs except on an over-all 
basis for renegotiation. He should, 
therefore, not be required to state his 
costs in unreasonable detail on termina¬ 
tion, and should be permitted to use 
actual, standard, average, or estimated 
costs in preparing his proposal. Con¬ 
tractors should not be obliged to main¬ 
tain unduly elaborate cost accounting 
systems for fixed-price contracts merely 
because they may be terminated. [JTR 
523.11 

§ 845.523-2 Inventory basis. (a) 
Under the inventory basis, costs appli¬ 
cable to the terminated portion of the 
war contract will be determined essen¬ 
tially by pricing the inventory in detail 
at purchase or manufacturing cost and 
adding costs of settling with subcontrac¬ 
tors and any other applicable costs. To 
the costs thus ascertained, the profit 
allowance, if any, is added. 

(b) This method is especially prac¬ 
ticable when the inventory consists 
largely of purchased materials and parts 
on which little or no work has been per¬ 
formed. It should also be used when 
dependable unit cost information is 
available for the pricing of work in 
process. 

(c) This basis can be used in present¬ 
ing settlement proposals on Short Form 
la and General Form 1. [JTR 523.21 

§ 845.523-3 Total cost basis, (a) 
Where the inventory method is not 
practicable, or will unduly delay settle¬ 
ment, an alternative method of comput- 
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ing the war contractor’s own charges may 
be used. The costs chargeable to the en¬ 
tire contract to date of termination are 
summarized and a profit allowance, if 
any, is added. All payments previously 
made and to be made by the Government 
for completed units are then deducted. 
This is know r n as the “total cost method.” 

(b) If it is determined that the war 
contractor would have suffered a loss on 
the entire contract had it been completed, 
procedure under the inventory method 
remains unchanged, but no part of the 
loss on the completed portion should be 
included. Under the total cost method, 
however, the procedure is then as follows: 
from the total costs of the contract are 
deducted the payments for completed 
units adjusted upward to reflect the fact 
that the indicated cost of these units 
exceeds their contract price. Thus, if a 
6 percent loss on cost were indicated, the 
contract price of the completed units 
would represent 94 percent of the indi¬ 
cated cost. By dividing the contract 
price by .94, the indicated cost of the 
completed units can be determined. The 
deduction of the higher amount will leave 
only the estimated cost applicable to the 
terminated portion of the contract. 

(c) This basis may be used in present¬ 
ing settlement proposals on Short Form 
la on General Form lb. [JTR 523.3] 

§ 845.523-4 Percentage of completion 
basis, (a) In submitting a proposal on 
Short Form la, the war contractor may 
•'base his proposal on a percentage of the 
contract price based on the estimated 
percentage of completion of work under 
the war contract, where that method 
will provide fair compensation for ter¬ 
mination. 

(b) In addition, the contracting offi¬ 
cer may authorize this basis of settle¬ 
ment in any other case. Where the set¬ 
tlement exceeds $10,000 (computed in 
accordance with § 841.122), the case will 
be reported to the chiqf of the service or 
bureau, with a brief explanation of the 
nature of the case and the reason for au¬ 
thorizing this basis of settlement. 

(c) Whenever the chief of any service 
or bureau considers that fair settlement 
in any other class of cases will be expe¬ 
dited by using this basis of settlement, 
he is authorized by general regulations 
to modify or permit deviation from the 
procedures prescribed by this subchapter 
to the extent necessary to permit such 
basis to be used. The chief of the service 
or bureau will promptly submit each such 
general regulation in writing to the Re¬ 
adjustment Branch, OP&M, in accord¬ 
ance with § 841.144-4. with a brief state¬ 
ment as to the reasons for its issuance. 
[JTR 523.4] 

§ 845.523-5 Other bases. (a) In 
submitting a proposal on Short Form la, 
the war contractor may calculate his 
proposal by any alternative method 
which will provide fair compensation for 
termination. 

(b) In addition, whenever the chief of 
any service or bureau considers that fair 
settlement in any other case or class of 
cases will be expedited by a basis for 
settlement other than those described in 
§§ 845.523-2 to 845.523-4, inclusive, he 
will submit to the Readjustment Divi¬ 
sion. ASF, or, Industrial Readjustment 


Branch, OP&M, a report recommending 
an alternative basis for such settlement, 
and requesting authority for its use in 
the particular case or class of cases. 

(c) Any alternative method and stand¬ 
ard shall be designed to compensate the 
war contractor fairly for the prepara¬ 
tions made and work done on the termi¬ 
nated portion of the contract, including 
a reasonable profit on such preparations 
and work. I JTR 523.51 

§ 845.524 Use of Form la (Short 
Form). [JTR 524] 

§ 845.524-1 When used. Form la may 
be used for submitting a claim, when¬ 
ever: 

(a) The contractor proposes to dispose 
of or retain all the termination inventory 
allocable to the terminated contract; and 

(b) The net amount of the proposed 
settlement is less than $1,000 after de¬ 
ducting all credits for the disposal or 
retention of the entire inventory. [JTR 
524.1] 

§ 845.524-2 Instructions for use. (a) 
Neither the inventory schedules nor the 
schedule of accounting information re¬ 
ferred to in §§ 845.522-4 and 845.522-5 
need be submitted with Form la. 

(b) The claim may be prepared on an 
inventory basis, total cost basis, or per¬ 
centage of completion basis, or may be 
calculated by any other method that will 
provide fair compensation for the prepa¬ 
rations made and w T ork done for the 
terminated portion of the contract, 
including a reasonable profitr on such 
preparations and work. 

(c) Generally, if the claim is prepared 
on a cost basis, it may include: 

(1) Costs incurred which are properly 
allocable to the terminated portion of 
the contract under recognized commer¬ 
cial accounting practices, including di¬ 
rect and indirect manufacturing, selling, 
and distribution, administrative and 
other costs incurred. 

(2) Amounts of reasonable settlements 
of claims of subcontractors allocable to 
the terminated portion of the contract. 

(3) Reasonable costs of preserving and 
protecting termination inventory in the 
possession of the war contractor and rea¬ 
sonable expenses of settling the claim. 

(4) A reasonable profit with respect to 
the preparations made and the work done 
for the terminated portion of the con¬ 
tract, but no profit with respect to work 
which has not been done. 

(d) Detailed instructions for the use 
of this form are set forth on the reverse 
thereof and reproduced in § 849.964. 
[JTR 524.2] 

§ 845.525 Use of general proposal 
forms. [JTR 525] 

§ 845.525-1 When used, (a) Form 1 
may be used for any settlement proposal 
under a fixed-price war contract, other 
than one on the total cost basis, regard¬ 
less of the amount of the claim. 

(b) Form lb may be used only for a 
settlement proposal submitted on the to¬ 
tal cost basis. [JTR 525.1] 

§ 845.525-2 Instructions for use of 
Forms 1 and lb (a) Form 1 is designed 
primarily for presenting proposals on the 
inventory basis, described in § 845.523-2. 
This basis should be used wherever prac¬ 


ticable. The form may be used, how T ever, 
for a proposal prepared on any other 
basis except the total cost basis. 

<b> Where the inventory method is not 
practicable, war contractors may present 
their proposals on Form lb on a total 
cost basis described in § 845.523-3. For 
purposes of property accountability and 
disposition, however, the contractor must 
submit inventory schedules listing all the 
termination inventory. Form lb is not 
generally distributed but will be provided 
by any Government contracting office on 
request. 

(c) Normally, proposals submitted on 
either Form 1 or lb should cover all 
elements of the termination claim, in¬ 
cluding the contractor’s own charges and 
settlements with subcontractors. How¬ 
ever, to expedite approval and payment, 
partial proposals covering either all the 
war contractor’s own costs, or his set¬ 
tlements with subcontractors, or his set¬ 
tlement expenses, may be filed separately 
as they are prepared. Otherwise, the 
war contractor will not submit portions 
of his own costs separately without the 
approval of the customer or contracting 
officer. 

(d) Where the proposal is submitted on 
either Form 1 or Form lb, the proposal 
must be supported by the Termination 
Inventory Schedules (Forms 2a, 2b, 2c, 
and 2d) and usually by a Schedule of 
Accounting Information (Form 3) re¬ 
ferred to in §§ 845.522-4 and 845.522-5. 
[JTR 525.2J 

§ 845.525-3 Use of inventory forms . 
(a) The termination of inventory sched¬ 
ules may be filed either with or in ad¬ 
vance of the settlement proposal. They 
serve several purposes: 

(1) To support the amount of inven¬ 
tory costs included in the settlement pro¬ 
posal; and 

(2) To aid in arranging for the re¬ 
moval. storage, sale or other disposition 
of the termination inventory. 

(b> Where inventory schedules cover¬ 
ing substantial portions of the inventory 
can be prepared before other portions 
are completed, the partial inventory 
should be filed in order to expedite prop¬ 
erty removal and disposal. 

(c) When schedules are submitted be¬ 
fore submission of the settlement pro¬ 
posal, no additional schedules need be 
submitted with the settlement proposal. 
In submitting the settlement proposal, 
however, Schedule G should show and 
explain retentions or sales of termination 
inventory made or approved after sub¬ 
mission of the inventory schedule and 
before submission of a settlement pro¬ 
posal, in order to reconcile the disposal 
credits shown on the inventory schedules 
with the settlement proposal. If the 
adjustments are numerous, it is sug¬ 
gested that the war contractor submit 
revised schedules. [JTR 525.3] 

§ 845.525-4 Schedule of accounting 
information . The war contractor is re¬ 
quired to file the Schedule of Accounting 
Information (Form 3) only once in con¬ 
nection with any termination, and need 
not file it if: 

(a) The proposal is submitted on the 
Short Form (Form la); or 

(b) The contracting officer or cus¬ 
tomer has waived its filing; or 
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(c) The contractor hay already filed 
the form with the contracting officer or 
customer in connection with a previous 
termination. In that case, the contrac¬ 
tor must file a statement showing any 
changes in the accounting information 
contained in the earlier form. IJTR 
525.41 

§ 845.525-5 Detailed instructions 
Detailed instructions for the use of the 
Standard Contract Settlement Proposal 
Forms and the supporting schedules is¬ 
sued by the Office of Contract Settlement 
are reproduced in § 849.964. [JTR 525.51 

§ 845.526 Departures from standard 
forms or use of other forms . t JTR 528] 

§ 845.526-1 Deviations from forms . 
All prime contractors and subcontractors 
are required to use the Standard Forms 
in submitting proposals for settlement of 
claims under terminated fixed-price war 
supply contracts, except as otherwise 
provided in this subchapter. Minor de¬ 
viations from the requirements of the 
forms are permissible, without special 
approval, but any war contractor must 
obtain prior approval of the contracting 
officer or the customer for any substan¬ 
tial deviations. HoweVer, a war con¬ 
tractor receiving approval for deviations 
may not require his subcontractor to sub¬ 
mit their proposals on other than the 
prescribed standard forms. [JTR 526.1] 

§ 845.526-2 Other forms. Where the 
standard forms are not appropriate for 
any type of contract or for the basis of 
any class of proposals, the chief of any 
service or bureau, subject to § 841.144 
may authorize modifications of the 
standard forms or some other suitable 
form for presenting such proposals, 
f JTR 526 21 

SUBPART C—BASIS FOR NEGOTIATED SETTLE¬ 
MENT OF FIXED-PRICE CONTRACTS 

§ 845.530 Scope. This subpart dis¬ 
cusses the general principles governing 
negotiated settlements. The specific 
procedures applicable solely to settle¬ 
ments with subcontractors are stated in 
Part 826, and the procedures peculiar to 
settlement between the Government and 
prime contractors are stated in Part 827. 
[JTR 5301 

§ 845.531 General standards for nego¬ 
tiated settlement, (a) The primary ob¬ 
jective in negotiating a settlement is to 
agree on an amount to compensate the 
war contractor fairly and fully for the 
work done and the preparations made for 
the terminated portion of the contract, 
with such allowance for profit thereon as 
is reasonable under the circumstances. 

(b) Such fair compensation for termi¬ 
nation is inherently a matter of judg¬ 
ment and therefore cannot be measured 
exactly. In a given case, various meth¬ 
ods may be equally appropriate for ar¬ 
riving at fair compensation; and differ¬ 
ing amounts, resulting from reasonable 
variations of method and of sound judg¬ 
ment. may all be regarded as consti¬ 
tuting fair compensation. 

(c) Cost and accounting data may 
provide guides for ascertaining fair com¬ 
pensation but are not rigid measures of 
it. Other types of data, criteria, or 
standards may furnish equally reliable 


guides to fair compensation. Settlement 
by agreement should be facilitated to the 
maximum extent feasible. The amount 
of record keeping, reporting, and ac¬ 
counting, in connection with settlement 
of termination claims, will be reduced to 
the minimum compatible with the rea¬ 
sonable protection of the public interest. 
IJTR 5311 

§ 845.532 Standards for negotiated 
settlements based on costs and profits. 
[JTR 5321 

§ 845.532-1 Application. In negotiat¬ 
ing the amount to be paid the contractor 
as fair compensation for his claim, it is 
not necessary to agree on the separate 
items to be allowed either for costs or 
profit. The parties may agree upon a 
total amount without agreeing on the 
particular elements entering into this 
amount. However, where the negotia¬ 
tion of the total amount is based on the 
consideration of costs and profit, the 
principles stated in §§ 845.532-2 to 
845.533-4. inclusive, should be observed. 
[JTR 532.1] 

§ 845.532-2 Consideration of costs. 
(a> The cost principles set forth in 
§ 845.551 reflect certain policies regard¬ 
ing the types of costs which should or¬ 
dinarily be taken into account in deter¬ 
mining fair compensation for the termi¬ 
nation of a war contract. Costs of the 
types allowed by these principles should 
be considered in a negotiated settlement 
based on costs. Conversely, such a set¬ 
tlement should not be made a means for 
reimbursing expenditures of the types 
excluded by these principles. 

<b) Cost data should be considered as 
a basis for a business negotiation of a 
prompt and equitable settlement rather 
than for an attempt at an exact deter¬ 
mination of costs. For the purpose of 
expediting settlements, costs should be 
estimated and approximated on reason¬ 
able bases, to the fullest extent practi¬ 
cable. Differences should be compro¬ 
mised and questions of doubt settled by 
agreement. 

(c) The scope and function of cost 
principles and cost data, as outlined 
above, are not changed by the issuance 
of Termination Cost Memorandums by 
the Director of Contract Settlement pur¬ 
suant to General Regulation No. 14 (see 
§ 845.552-3). These Memorandums are 
designed to promote greater uniformity 
in the interpretation of the cost princi¬ 
ples. but the principles themselves, inso¬ 
far as they apply to negotiated settle¬ 
ments, are intended only as a general 
guide and not in any way as an inflexible 
rule. [JTR 532.21 

§ 845.533 Allowance for profit on 
fixed-price contracts. [JTR 5331 

§ 845.533-1 General, (a) The con¬ 
tractor should be allowed a profit only on 
preparations made and work done for 
the terminated portion of the contract 
(excluding any allowance of profit on 
post-termination and settlement ex¬ 
penses, such as protection, preservation 
and disposition of termination inven¬ 
tory, settlement of the prime contract 
and any subcontracts thereunder, and 
like costs). Subject to this limitation, 
any reasonable method may be used to 


arrive at a fair profit. The most satis¬ 
factory criterion of a fair profit is ordi¬ 
narily what the parties agreed upon, as 
evidenced by the amount of profit: 

(1) Which both parties agreed upon or 
consented to at the time the contract 
was negotiated; or 

(2) Which the contractor would have 
earned had the contract been completed; 
or 

(3) Which the contractor agreed to 
accept in the event the contract was ter¬ 
minated. 

(b) Ordinarily, ascertaining the profit 
the contractor would have earned, if the 
contract had been completed, would be 
complicated, time consuming, and in 
practice would frequently be inaccurate. 
Generally, the best substitute for this 
criterion will be the amount of profit 
which the parties agreed upon at the out¬ 
set. Accordingly, in arriving at a rea¬ 
sonable profit, whether determined sep¬ 
arately or as a part of the whole amount 
of the settlement, the following sections 
should be considered. [JTR 533.1] 

§ 845.533-2 Proportion of agreed 
profit, (a) One method of arriving at a 
fair profit on the terminated portion of 
the contract is to allow the contractor the 
same proportion of the dollar amount of 
the profit which both parties agreed upon 
or contemplated at the time the contract 
was negotiated as the work performed 
by him on the terminated portion of the 
contract bears to the work contemplated 
by the entire contract. 

(b) This proportion does not neces¬ 
sarily depend on the ratio of the costs 
incurred on the terminated portion to 
the total estimated costs, nor on the ratio 
of materials acquired for the terminated 
portion to the total materials needed. 
Thus, where the contractor has acquired 
materials not processed by him, these 
costs are not a fair index of the propor¬ 
tion of the work done by him. These 
factors should % be considered, but the 
primary test is the extent and difficulty 
of the work done by the contractor (in¬ 
cluding engineering work, production 
scheduling, planning, technical study and 
supervision, arrangement and supervi¬ 
sion of subcontracts, as well as other serv¬ 
ices) as compared with the total work 
required of him by the contract. En¬ 
gineering estimates of the percentage of 
completion should not ordinarily be re¬ 
quired but should be properly considered 
if available. 

(c) Where the contract has required 
the arrangement of subcontracts and 
the supervision of their performance, this 
work should be considered in estimating 
the extent of completion, but the profit 
should not be measured by the amount 
of his payments to subcontractors for 
their termination claims. IJTR 533.21 

§ 845.533-3 Approximate formula 
profit. Where the application of the 
principles stated in § 845.533-2 is imprac¬ 
ticable in any case or would delay its set¬ 
tlement, or w T here it appears that the 
contractor would not have realized a 
profit on the contract if it had been com¬ 
pleted, another method may be used to 
determine the amount of profit. This 
method is to approximate the amount of 
the profit which the contractor would be 
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entitled to receive under the formula 
contained in his contract if the parties 
had failed to agree. [JTR 533.3] 

§ 845.533-4 Profits on letter orders. 
Where a letter order, letter contract, or 
other preliminary contractual instru¬ 
ment contains a provision allowing such 
profie on termination as is reasonable 
under the circumstances, no profit will 
be allowed to the war contractor if he 
has delayed the execution of a definitive 
contract for an unreasonable period 
without proper cause. I JTR 533.4 J 

§ 845.534 Other principles . [JTR 

534 J 

§ 845.534-1 Avoiding useless litigation. 
To avoid forcing the contractor to un¬ 
necessary litigation to establish his legal 
rights against the Government under 
the uniform article, it will be appropriate 
in any case, where the contractor so de¬ 
sires, to approximate in the settlement 
the amount prescribed by the formula in 
that article. [JTR 534.1] 

§ 845.534-2 Overall limit on settle- 
ments. The gross amount of the settle¬ 
ment, excluding sums paid to compensate 
for post-termination expenses and serv¬ 
ices, should not exceed the contract price, 
minus payments otherwise made or to be 
made under the contract. [JTR 534.2] 

§ 845.535 Price adjustmejit articles. 
[JTR 535] 

§ 845.535-1 Effect of War Department 
price adjustment articles after termina¬ 
tion.. (a) Many fixed-price supply con¬ 
tracts contain articles providing that, 
upon the occurrence of specified events, 
the contract prices of the items there¬ 
after to be delivered will be readjusted 
either by negotiation or by formula (e. g., 
§§ 803.339, 803.360 (a) and (b), 803.360a, 
and 803.361 of this chapter). Other price 
adjustment articles provide that upon 
the occurrence of specified events the 
contract price of the items theretofore 
delivered as well as thereafter to be de¬ 
livered will be adjusted either by negotia¬ 
tion or by formula (e. g., §§ 803.341 (a) 
and (b), 803.360 (b) and 803.360a (a)). 
Where the contract is terminated after 
the occurrence of an event giving rise to a 
right to a negotiation or computation 
looking to a price adjustment but before 
its completion, the adjustment negotia¬ 
tions or computations will normally be 
carried promptly to conclusion by the 
parties. 

(b) Some price adjustment articles 
(e. g.. §§ 803.360 (a) and <b), and 803.360a 
of this chapter) specifically recognize the 
possibility of termination, and set out 
the effect to be given to these articles in 
the event of a formula settlement under 
the uniform termination article. In the 
case of a contract containing such an 
article, consideration should be given, in 
negotiating a settlement, to the rights 
of either party to a price adjustment. 
The negotiated settlement should not be 
used, however, to effect an adjustment 
in the price of items delivered in any 
period as to which there would have been 
no adjustment if the contract had con¬ 
tinued to completion. 

<c) In certain price adjustment ar¬ 
ticles providing for retrospective as well 


as prospective price adjustment (e. g. the 
standard articles set out in § 803.341(a) 
and <b)) there is no provision with re¬ 
spect to the relation between price ad¬ 
justment and termination. If a contract 
containing such an article is terminated 
before the event giving rise to a right to a 
computation or negotiation looking to a 
price adjustment has occurred, neither 
party has any right to an adjustment of 
the contract price of articles delivered 
prior to termination. In such event, 
however, the limitations on certain types 
of cost contained in paragraph (i) in the 
Statement of Principles for Determina¬ 
tion of Costs (§§ 845.551 and 845.551-2) 
shall apply only to the extent that such 
limitations would have applied if the 
contract had been completed and adjust¬ 
ment of the price had been negotiated or 
determined. In negotiating a settlement 
with respect to the terminated portion of 
the contract, due allowance may be made 
for high initial costs, if any, in accord¬ 
ance with the principle set forth in 
§ 845.551-3. Furthermore, where weight 
is to be given to the indicated rate of 
profit on such a contract, consideration 
should be given to the fact that the con¬ 
tract contained a price adjustment arti¬ 
cle. The procedure set out in § 845.523-3 
(b) shall not be applied in the case of con¬ 
tracts which contain an article permit¬ 
ting upward price adjustment and hav¬ 
ing retrospective effect, if the contract 
is terminated before the occurrence of 
the event giving rise to negotiation or 
determination of such price adjustment. 

(d) Price adjustments and negotia¬ 
tions or computations relating thereto 
should, wherever practicable, be con¬ 
cluded prior to, and reflected in, the 
final settlement agreement. I JTR 535.1J 

§ 845.535-2 Effect of Navy Depart¬ 
ment price adjustment articles after ter¬ 
mination. (a) Certain Navy Depart¬ 
ment fixed-price supply contracts con¬ 
tain articles providing for the read¬ 
justment of contract prices by nego¬ 
tiation or otherwise upon the occurrence 
of specified events. Some price adjust¬ 
ment articles do not specifically set out 
the effect to be given to such articles 
upon termination. Where a contract 
containing such an article is terminated 
after the occurrence of an event giving 
rise to a right to a negotiation or com¬ 
putation looking to a price adjustment, 
but before its completion, the adjustment 
negotiations or computations will nor¬ 
mally be carried promptly to conclusion 
by the parties. 

<b) Whether or not the applicable 
price adjustment article specifically sets 
out the effect to be given to such article 
on termination, price adjustments and 
negotiations or computations relating 
thereto should, wherever practicable, be 
concluded prior to, and reflected in, the 
final settlement agreement. [JTR 535.2 ] 

§ 845.537 Application to subcontracts. 
Settlements of subcontracts will be ap¬ 
proved or recognized where they are 
based on the principles stated in this 
subpart, except that the contracting offi¬ 
cer may take into account the profit 
which he would have agreed to pay in 
procuring directly the same or a similar 


item, instead of the profit determined in 
accordance with § 845.533. [JTR 537] 

§ 845.538 Application of principles to 
war contracts without uniform termi¬ 
nation article. In settling by negotia¬ 
tion any terminated war contract which 
does not contain and is not amended to 
insert the uniform fixed-price termina¬ 
tion article, the contracting officer or war 
contractor settling the claim should ap¬ 
ply the principles stated in this subpart 
to the extent appropriate in the light of 
the provisions of the particular contract. 
[JTR 538) 

SUBPART D—BASIS FOR FORMULA SETTLE¬ 
MENT OF FIXED-PRICE CONTRACTS 

§ 845.540 Scope. Under the uniform 
termination articles for fixed price sup¬ 
ply prime contracts and subcontracts, if 
the parties fail to agree on the amount 
payable for termination, the amount will 
be determined under a formula pre¬ 
scribed by the uniform article which is 
substantially the same in both the prime 
contract and subcontract forms. This 
subpart discusses the amounts allowed 
under this formula. The procedure for 
making such formula settlements under 
prime contracts is prescribed in Subpart 
E of Part 847. Subcontract settlements 
without agreement are discussed in 
§ 846.625. [JTR 5401 

§ 845.541 Items allowed by formula 
for fixed-price contracts [JTR 541 ] 

§ 845.541-1 Completed articles. The 
war contractor is entitled to the contract 
price for all articles or services which 
have been completed in accordance with 
the contract and not theretofore paid for, 
and which do not represent unreasonable 
anticipation of production schedules, un¬ 
less the parties agree on other disposi¬ 
tion of such articles. (See § 842.252-1 
(c>.) 

§ 845.541-2 Contractor's own charges. 
The war contractor is entitled to the 
actual costs incurred by him which are 
properly allocable to the terminated por¬ 
tion of the war contract under recog¬ 
nized commercial accounting practices, 
except costs allocable to completed ar¬ 
ticles paid for at the contract price. For 
this purpose, the principles for determin¬ 
ing costs stated in § 845.551 apply to 
formula settlements under the uniform 
fixed-price prime contract article by its 
terms, and will be recognized by the Gov¬ 
ernment as representing “recognized 
commercial accounting practices” under 
the uniform subcontract article. [JTR 

541.2] 

§ 845.541-3 Subcontractors* claims. 
The war contractor is entitled to the 
costs of settling and paying claims under 
terminated subcontracts allocable to the 
terminated portion of the war contract. 
For the purpose of computing the allow¬ 
ance for profit, the amounts paid or pay¬ 
able to subcontractors for materials de¬ 
livered or services furnished by them 
before the effective date of the termina¬ 
tion notice should be treated as a part 
of the war contractor’s own charges and 
not as part of the cost of settling ter¬ 
mination claims of subcontractors. (JTR 

541.3] 
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§ 845.541-4 Post-termination and set¬ 
tlement expenses, (a) The war contrac¬ 
tor Is entitled to his reasonable costs of 
preserving and protecting termination 
inventory in his possession, and any 
other reasonable costs incidental to the 
termination of work. 

(b) He is also entitled to reasonable 
costs of obtaining settlement of the 
amount due on his termination claim. 
[JTR 541.41 

§ 845.541-5 Allowance lor profit. As 
an allowance for profit on the terminated 
portion of the contract, the war con¬ 
tractor is entitled to percentages fixed in 
the contract on the costs of materials not 
processed by him and on the remainder 
of his costs, but the aggregate allowance 
for profit shall not exceed 6% of the 
whole of such costs. For the purpose of 
computing such profit, his costs shall not 
include any charge for interest on bor¬ 
rowings or for amounts paid by him in 
settling termination claims of subcon¬ 
tractors (see § 845.541-3). [JTR 541.51 

§ 845.541-6 Limitation on aggregate 
amount . The total amount payable to 
the contractor under §§ 845.541-1, 
845.541-2, 845.541-3 and 845.541-6, before 
deducting disposal credits, shall not ex¬ 
ceed the total contract price less pay¬ 
ments otherwise made or to be made un¬ 
der the contract. [JTR 541.63 

§ 845.542 Deductions under formula 
for fixed-price contracts . [JTR 542] 

§ 845.542-1 Disposal credits. From 
the amount payable under § 845.541, 
there shall be deducted the agreed price 
for any part of the termination inventory 
retained by the war contractor, and the 
proceeds of sale of any materials sold by 
him, which have not otherwise been paid 
or credited to the Government or cus¬ 
tomer. [JTR 542.11 

§ 845.542-2 Deduction for property 
undeliverable due to loss or damage. Un¬ 
der the uniform article for prime con¬ 
tracts, the risk of loss of termination 
inventory, except for normal spoilage, re¬ 
mains on the prime contractor until 
transfer of such property to the Govern¬ 
ment or to a buyer, or until 60 days after 
delivery to the Government of an inven¬ 
tory schedule covering it, whichever oc¬ 
curs first, unless the Government has ex¬ 
pressly assumed such risk. Under the 
formula, if any such property is de¬ 
stroyed, lost, stolen or damaged so as to 
become undeliverable within these peri¬ 
ods, any amounts payable for such prop¬ 
erty shall be deducted from the amounts 
otherwise payable to the prime contrac¬ 
tor under § 845.541. [JTR 542.2] 

§ 845.542-3 Other offsets. Under the 
uniform article for prime contracts, the 
amount payable to the prime contractor 
under § 845.541 is subject to deduction for 
any other claim which the Government 
may have against the prime contractor 
in connection with the contract. [JTR 
542.31 

§ 845.542-4 Unliquidated financing . 
Under the uniform article for prime con¬ 
tracts, the amount payable to the prime 
contractor under § 845.541 is subject to 
deduction for All unliquidated partial or 


progress payments, payments on account 
theretofore made to the contractor, and 
unliquidated advance payments. TJTR 
542.41 

§ 845.542-5 Withholding of amounts 
for subcontractors. Under the uniform 
article for prime contracts, the contract¬ 
ing officer in his discretion may deduct 
from the amount otherwise payable 
under § 845.541 the amount of any 
termination claim of any subcontractor 
to the extent that it does not cover ma¬ 
terials delivered to the contractor, or 
services furnished to him for the pro¬ 
duction of completed articles. (Bee 
§ 846.668) [JTR 542.51 

§ 845.543 Application of other con¬ 
tract formulas. Where any war con¬ 
tract contains a formula for determin¬ 
ing the amount due if terminated, dif¬ 
ferent from that prescribed in the uni¬ 
form article for fixed-price contracts, 
the provisions of the formula in the par¬ 
ticular contract will be followed in de¬ 
termining the amount due for its termi¬ 
nation when the parties do not settle the 
claim by agreement, unless the formula 
fails to provide fair compensation in 
accordance with the act. [JTR 5431 

SUBPART E—PRINCIPLES FOR DETERMINING 
COSTS 

§ 845.550 Scope, (a) By order dated 
January 8, 1944. the Director of War 
Mobilization issued a statement of prin¬ 
ciples for determination of costs upon 
termination of Government fixed-price 
supply contracts. By order of the Direc¬ 
tor of Contract Settlement dated Sep¬ 
tember 30, 1944, this statement of prin¬ 
ciples was amended in certain respects. 
The text of this statement of principles, 
as amended, is set forth in § 845.551 of 
this subpart, and the instructions for the 
application of these principles are stated 
in § 845.552. 

(b) This subpart also contains other 
instructions as to costs, including those 
applicable to settlements of cost-plus-a- 
fixed-fee contracts and subcontracts. 
[JTR 5501 

§ 845.551 Statement of principles for 
determination of costs upon termina tion 
of fixed-price supply contracts. [JTR 
5511 

§ 845.551-1 General principles. 

General principles. The costs contem¬ 
plated by this Statement of Principles are 
those sanctioned by recognized commercial 
accounting practices and are Intended to in¬ 
clude the direct and indirect manufactur¬ 
ing, selling and distribution, administra¬ 
tive and other costs incurred which are 
reasonably necessary for the performance of 
the contract, and are properly allocable or 
apportionable, under such practices, to the 
contract (or the part thereof under con¬ 
sideration). The general principles set out 
in this Statement are subject to the applica¬ 
tion of any special provisions of the con¬ 
tract. Certain costs are specifically de¬ 
scribed below [in § 845.551-2J because of 
their particular significance, and, as in the 
case of other costs, should be Included to the 
extent that they are allocable to or Bhould 
be apportioned to the contract or the part 
thereof under consideration. 

[JTR 551.11 

§ 845.551-2 Particular allowed costs. 


(a) Common inventory . The costs of 
items of Inventory which are common to 
the cqptract and to other work of the con¬ 
tractor. 

(b) Common claims of subcontractors. 
The claims of subcontractors which are com¬ 
mon to the contract and to other work of 
the contractor. 

(c) Depreciation. An allowance for de¬ 
preciation at appropriate rates on buildings, 
machinery and equipment and other facili¬ 
ties Including such amounts for obsolescence 
due to progress tn the arts and other factors 
as are ordinarily given consideration In de¬ 
termining depreciation rates. Depreciation 
as defined herein shall not Include loss of 
useful value of the type covered by subpara¬ 
graph (f). 

(d) Experimental and research expense. 
General experimental and research expense 
to the extent consistent with an established 
pre-war program, or to the extent related to 
war purposes. 

(e) Engineering and development and spe¬ 
cial tooling. Costs of engineering and de¬ 
velopment and of special tooling: Provided, 
That the contractor protects any interests 
of the Government by transfer of title or by 
other means deemed appropriate by the 
Government. 

the other contracts been completed: Provided, 
ance. In the case of any special facility ac¬ 
quired by the contractor solely for the per¬ 
formance of the contract, or the contract and 
other war production contracts, If upon ter¬ 
mination of the contract such facility is not 
reasonably capable of use in the other busi¬ 
ness of the contractor having regard to the 
then condition and location of such facility, 
an amount which bears the same proportion 
to the loss of useful value as the deliveries 
not made under the contract bear to the total 
of the deliveries which have been made and 
w f ould have been made had the contract and 
the other contracts been completed: Provided, 
That no amount shall be allowed under this 
paragraph unless upon termination of the 
contract title to the facility is transferred to 
the Government, except where the Govern¬ 
ment elects to take other appropriate means 
to protect its interests. 

(g) Special leases. (1) Rentals under 
leases clearly shown to have been made for 
the performance of the contract, or the con¬ 
tract and ether war production contracts, 
covering the period necessary for complete 
performance of the contract and such fur¬ 
ther period as may have been reasonably 
necessary; (2) costs of reasonable alteration 
of such leased property made for the same 
purpose; and (3) costs of restoring the prem¬ 
ises, to the extent required by reasonable 
provisions of the lease; less (4) the residual 
value of the lease: Provided, That the con¬ 
tractor shall have made reasonable efforts to 
terminate, assign, or settle such leases or 
otherwise t educe the cost thereof. 

(h) Advertising. Advertising expense to 
the extent consistent with a pre-war program 
or to the extent reasonable under the circum¬ 
stances. 

(I) Limitation on costs described in sub- 
paragraphs (d), (e), (/), (g) and (h). In no 
event shall the aggregate of the amounts al¬ 
lowed under subparagraphs (d), (e). (f), 
(g) and (h) exceed the amount which would 
have been available from the contract price 
to cover these items, if the contract had been 
completed, after considering all other costs 
which would have been required to com¬ 
plete It. 

(J) Interest. Interest on borrowings. 

(k) Settlement expenses. Reasonable ac¬ 
counting, legal, clerical and other expenses 
necessary in connection with the termination 
and settlement of the contract and subcon¬ 
tracts and purchase orders thereunder, In¬ 
cluding expenses Incurred for the purpose of 
obtaining payment from the Government 
only to the extent reasonably necessary for 
the preparation and presentation of settle- 
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ment proposals and cost evidence In connec¬ 
tion therewith. 

(1) Protection and disposition of property. 
Storage, transportation and other costa in¬ 
curred for the protection of property ac¬ 
quired or produced for the contract or in 
connection with the disposition of such prop¬ 
erty. 

[JTR 551.2] 

§ 845.551-3 Initial costs. 

Initial costs. Costs of a non-recurring na¬ 
ture which arise from unfamiliarity with the 
product in the initial stages of production 
should be appropriately apportioned between 
the completed and the terminated portions 
of the contract. In this category would be 
included high direct labor and overhead 
costs, including training, costa of excessive 
rejections and similar items. 

I JTR 551.3] 

§ 845.551-4 Excluded costs. 

Excluded costs. Without affecting the gen¬ 
erality of the foregoing provisions in other 
respects, amounts representing the following 
should not be included as elements of cost: 

(a) Losses on other contracts, or fronr sales 
or exchanges of capital assets: fees and other 
expenses in connection with reorganization 
or recapitalization, anti-trust or federal in¬ 
come-tax litigation, or prosecution of federal 
income tax claims or other claims against the 
Government (except as provided in para¬ 
graph (k) [§ 845.551-2]); losses on invest¬ 
ments; provisions for contingencies and 
premiums on life insurance where the con¬ 
tractor is the beneficiary. 

(b) The expense of conversion of the con¬ 
tractor's facilities to uses other than the 
performance of the contract. 

(c) Expenses due to the negligence or wil¬ 
ful failure of the contractor to discontinue 
with resonable promptness the incurring of 
expenses after the effective date of the termi¬ 
nation notice. 

(d) Costs incurred in respect to facilities, 
materials or services purchased or work done 
in excess of the reasonable quantitative re¬ 
quirements of the entire contract. 

( JTR 551.4] 

§ 845.551-5 Use of contractor's ac¬ 
counting methods. 

To the extent that they conform to recog¬ 
nized commercial accounting practices and 
the foregoing Statement of Principles, the es¬ 
tablished accounting practices of the con¬ 
tractor as indicated by his books of account 
and financial reports will be given due con¬ 
sideration in the preparation of statements 
of cost for the purposes of this article. 

f JTR 551.5] 

§ 845.551-6 Other costs. 

The failure specifically to mention in this 
statement any item of cost is not intended 
to imply that it should be Included or ex¬ 
cluded. 

[JTR 551.6] 

§ 845.552 Application of statement of 
principles. I JTR 552] 

§ 845.552-1 Application to formula 
settlements. (a) The cost principles 
stated in § 845.551 apply to formula, set¬ 
tlements of termination claims under the 
uniform articles for fixed price supply 
prime contracts and subcontracts. 

(b) Paragraph (h) of the uniform 
article for prime contracts specifies that 
the statement of cost principles shall be 
followed in applying the formula. When 
issued, the uniform article referred to 
the statement issued by the Director of 
War Mobilization on January 8, 1944. 

No. 92-8 


The statement of cost principles as 
amended on September 30, 1944 is some¬ 
what simpler to apply and administer. 
In the interest of uniformity, however, 
in applying the formula under a contract 
with the uniform clause, the contracting 
officer will follow the statement of cost 
principles as amended, whether or not 
the contract refers to the earlier form 
of the statement. If the contractor so 
desires, the contracting officer shall 
amend the contract to refer to the revised 
statement. 

(c) In applying the formula under the 
fixed price supply subcontract article, the 
Government will consider the statement 
of principles as representing “recognized 
commercial accounting practices.” For 
this purpose, any subcontractor will be 
allowed the benefits of the amended form 
of the Statement whether his subcon¬ 
tract was made before or after its 
amendment. [JTR 552.1] 

§ 845.552-2 Application to negotiated 
settlements. In settlements of prime 
contracts and subcontracts by agree¬ 
ment, the statement of principles will be 
taken into account to the extent stated 
in § 845.532-2. t JTR 552.21 

§ 845.552-3 Interpretation in both for¬ 
mula and negotiated settlements, (a) To 
promote uniformity in the interpretation 
of the statement of cost principles, the 
Director of Contract Settlement has is¬ 
sued General Regulation No. 14, includ¬ 
ing termination cost memorandums 
numbered 1 through 9. Additional 
memorandums will be issued as required 
from time to time. 

(b) These memorandums represent an 
acceptable standard of accuracy in the 
accounting treatment of the costs to 
which they relate. They are intended 
to serve as accounting aids to personnel 
of prime contractors, subcontractors, and 
contracting agencies. Their function is 
to interpret, not to expand, the state¬ 
ment of cost principles; and accounting 
data may be accepted when determined 
on bases different from those set forth 
in the memorandums if such bases rep¬ 
resent recognized commercial account¬ 
ing practices and yield equitable results. 
[JTR 552.3J 

§ 845.553 Continuing costs after effec¬ 
tive date of termination. In some in¬ 
stances, it may be impossible to discon¬ 
tinue certain costs and expenses in con¬ 
nection with the performance of a war 
contract immediately after the effective 
date of termination in spite of all rea¬ 
sonable efforts by the war contractor to 
stop work promptly in accordance with 
the notice of termination. Where the 
war contractor proceeds as rapidly as is 
practicable, after receiving such notice, 
to discontinue such costs in accordance 
therewith, reimbursement for such costs 
should not be denied merely because they 
were incurred after the effective date of 
termination. However, a war contractor 
will not be reimbursed for “interest' on 
borrowings” (§ 845.551-2 (j)> to the ex¬ 
tent that such interest accrues after the 
effective date of termination, f JTR 553] 

§ 845.554 Allocation of advance plan¬ 
ning expenses. Where a contractor in¬ 
curs reasonable preliminary expenses to 
plan or prepare in advance for termina¬ 


tion, such expenses may be allocated on 
any fair basis to contracts terminated 
thereafter. [JTR 554J 

045.558 Cost principles for cost and 
cost-plus-a-fixed-fee contracts. In ef¬ 
fecting a settlement of terminated cost 
and cost-plus-a-fixed-fee contracts, and 
of the cost portion of a terminated fixed- 
price contract, the provisions of the par¬ 
ticular contract governing the types of 
reimbursable costs will determine what 
costs are properly allowable. Some cost- 
plus-a-fixed-fee contracts embody 
Treasury Decision 5000 in their definition 
of costs, which definition is, in some ma¬ 
terial respects, different from the defini¬ 
tion contained in § 845.551. I JTR 5581 

SUBPART F—BASIS FOR SETTLEMENT OF 
COST-PLUS-A-FIXED-FEE CONTRACTS 

§ 845.560 Scope. This subpart dis¬ 
cusses special procedures applicable to 
the settlement of terminated cost-plus- 
a-fixed-fee prime contracts and subcon¬ 
tracts. Except to the extent inconsist¬ 
ent with this subpart, all other provi¬ 
sions of this subchapter are applicable 
to terminated cost-plus-a-fixed-fee con¬ 
tracts unless the context indicates other¬ 
wise. [JTR 5601 

§ 845.560-1 Types of contracts, (a) 
The provisions of this subpart shall be 
applicable to the following: 

(1) Cost and cost-plus-a-fixed-fee war 
contracts; 

(2) That portion of a fixed-price 
prime contract which is on a reimbursa¬ 
ble cost basis, where the estimated cost 
of that portion exegeds 50 per cent of 
the fixed-price portion, if the cost por¬ 
tion is terminated either in whole or in 
part or if the fixed-price portion is termi¬ 
nated in whole; and 

(3) Letter orders, letter contracts, let¬ 
ters of intent and letter purchase orders 
which provide for current reimburse¬ 
ment of allowable costs. 

'(b) The provisions of this subpart 
shall not apply to any cost-plus-a-fixed- 
fee subcontract where any higher tier 
contract is not a cost-plus-a-fixed-fee 
contract. [JTR 560.11 

§ 845.560-2 Pending cases. The pro¬ 
visions of this subpart shall apply to 
pending cases, but action taken in ac¬ 
cordance with the procedures in effect 
at the time the action was taken shall 
be deemed to constitute compliance with 
any comparable provisions of this sub- 
part. Where the chief of any service or 
bureau determines that the use of any 
of the procedures set forth in this sub¬ 
part will unduly delay the final settle¬ 
ment of a case pending on February 8, 
1945, he may apply to the Readjustment 
Division, ASF, or the Industrial Read¬ 
justment Branch, OP&M, for authority 
to be relieved from the application of 
these procedures. [JTR 560.2] 

§ 845.560-3 Use of terms. As used 
in this subpart, the following terms shall 
have the following meanings: 

(a) Cost-plus-a-fixed-fee contract. 
The term “cost-plus-a-fixed-fee con¬ 
tract” means the types of contracts de¬ 
scribed in § 845.560-1. 

(b) Form 1034 cost vouchers. The 
term “Form 1034 cost vouchers” means 
any voucher (including, in the Navy De- 
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partment. vouchers on S&A Form 77) 
covering payment of costs to a war con¬ 
tractor, except vouchers covering only 
the following: 

(1) Post-termination expenses; or 

(2) Advance, progress, or partial pay¬ 
ments; or 

(3) Payments on partial or complete 
settlement agreements or on settlements 
by determination; or 

(4> Payments to subcontractors of the 
types described in subparagraphs (1), 
(2). or (.3) of this paragraph. 

(c) Reimbursed costs. The term 
44 reimbursed costs" means payments on 
Form 1031 cost vouchers to a war con¬ 
tractor for costs audited and allowed by 
the War or Navy Department up to the 
time of payment of the last Form 1034 
cost voucher under the contract, whether 
or not subsequently recovered from the 
contractor as the result of a General 
Accounting Office exception. Payments 
in excess of audited and allowed costs, 
including progress payments on unset¬ 
tled overhead, shall not be regarded as 
reimbursed costs. 

(d) Fixed-fee . The term “fixed-fee” 
means any compensation under the con¬ 
tract in the nature of a fixed-fee for the 
contractor’s services or a bonus for sav¬ 
ings in cost or early delivery. tJTR 
660.31 

§ 845.561 Procedures prior to termi¬ 
nation which are necessary to prompt 
settlement in the event of termination. 
rJTR 5611 

§ 845.561-1 Prompt submission and 
audit of Form 1034 cost vouchers. The 
contractor should present promptly to 
the service or bureau Form 1034 cost 
vouchers for all costs incurred in connec¬ 
tion with the performance of a cost-plus- 
a-fixed-fee contract. This is essential 
in order tnat the service or bureau and 
the General Accounting Office may carry 
out their audits on a current basis and, 
so far as practicable, settle controversial 
or doubtful issues. Where the contrac¬ 
tor. in the opinion of the contracting 
officer, does not present his costs with 
reasonable promptness, it may be neces¬ 
sary to reduce advance payments or other 
Government financing in order to protect 
adequately the Government’s interests. 
In those cases where overhead is involved, 
progress payments against current over¬ 
head may be discontinued by the con¬ 
tracting officer in the War Department 
or the Cost Inspection Service in the 
Navy Department, to the extent neces¬ 
sary to insure pr omp t presentation of 
final vouchers. [JTR 561.11 

§ 845.561-2 Clearance of informal in¬ 
quiries. Every effort will be made during 
performance of the contract to provide 
satisfactory answers to all informal in¬ 
quiries raised during the course of audit 
by the General Accounting Office. 
Clearance of informal inquiries is of 
special importance in view of the pro¬ 
cedure than a Notice of Exception (Stand¬ 
ard Form 1100) will be issued by the 
General Accounting Office where a satis¬ 
factory reply has not been made within 
60 days from the date of the inquiry. 
[JTR 561.21 

§ 845.561-3 Submission of reclaim 
vouchers in the War Department. Where 


deductions or refunds have been made 
to clear exceptions and the contractor 
desires to make a further claim for the 
amount deducted or refunded, the claim 
may be submitted in the form of a re¬ 
claim voucher. The voucher, if ap¬ 
proved by the contracting officer, must 
be certified and supported by all avail¬ 
able and necessary documentary evi¬ 
dence, including (a) questions raised by 
the informal inquiry and replies, if any, 
(b) copy of notice of exception (Stand¬ 
ard Form 1100) and replies thereto, (c) 
any revision to the exception together 
with replies made to the revised excep¬ 
tion, and (d) any additional evidence not 
therefofore submitted in support of the 
claim for reimbursement. The Fiscal 
Director. ASF, has instructed all disburs¬ 
ing officers that, prior to termination, 
where payment on the reclaim voucher is 
not made promptly, they should forward 
such reclaim voucher and supporting in¬ 
formation to his office, prior to payment 
either for submission to the Comptroller 
General for advance decision, or for 
other appropriate action. After termi¬ 
nation, the reclaim voucher will be sent 
by the disbursing officer in every case, 
prior to payment, to the Office of the 
Fiscal Director. [JTR 561.31 

§ 845.562 General principles govern¬ 
ing settlement of terminated contracts. 
[JTR 5621 

§ 845.562-1 Necessity for complete and 
final settlement, (a) As in the case of 
fixed-price contracts, it is the policy of 
the War and Navy Departments that the 
settlement of a terminated cost-plus-a- 
flxed-fee contract be complete and final. 
Settlement should be by agreement to 
the maximum extent feasible, but any 
contracts that cannot be settled by 
agreement must be settled by determi¬ 
nation, as provided in § 845.568. Where 
agreement can be reached on only part 
of the issues, a settlement agreement 
covering these issues should be negoti¬ 
ated. subject to the provisions of 
§ 845.515-3, and the remainder of the 
claim settled by determination. 

(b> Each complete and final settle¬ 
ment, either by agreement or determi¬ 
nation, will include not only unreim¬ 
bursed costs and fixed-fee but also, for 
the purpose of finality, reimbursed costs 
under the contract. Upon final settle¬ 
ment all termination inventory must be 
accounted for as provided in § 844.446-1. 
[JTR 562.11 

§ 845.562-2 Procedure required for 
settlement, (a) No settlement covering 
reimbursed costs may be made except 
pursuant to the procedure set forth in 
§ 845.563. This procedure requires no¬ 
tice to the General Accounting Office 
after payment of the last Form 1034 cost 
voucher submitted under the contract. 
The General Accounting Office is re¬ 
quested in the notice to furnish at that 
time, and also 60 days from the date of 
the notice, information as to any ex¬ 
ceptions remaining uncleared. At the 
end of the 60-day period, referred to in 
this subpart as the “audit status date”, 
a further period of 30 days Is afforded in 
which to clear any exceptions outstand¬ 
ing on the audit status date. Until these 
6teps have been taken, no settlement 


which includes reimbursed costs may be 
made. 

(b) Where there have been no reim¬ 
bursed costs under the contract, the pro¬ 
cedure set forth in § 845.563 need not 
be followed. In such cases, all claims of 
the Government or the contractor in 
connection with the terminated contract 
will be settled as provided in § 845.564. 
TJTR 562.21 

§ 845.562-3 Partial termination, (a) 
Where a cost-plus-a-fixed-fee contract 
is terminated in part, a settlement cov¬ 
ering only the terminated portion will 
not be practicable unless it is clearly 
severable from the balance of the con¬ 
tract. Except as provided in paragraph 
(c) below, therefore, all costs will con¬ 
tinue to be presented in the same man¬ 
ner, as prior to the notice of partial ter¬ 
mination, until the contracting officer 
determines that performance (as distin¬ 
guished from termination activity) is 
complete or that performance on any 
continued portion is only on subsidiary 
items or spare parts, or is otherwise not 
substantial, at which time the procedure 
set forth in § 845.563 will be followed. 

(b) As promptly as practicable after 
a partial termination, unless the con¬ 
tract otherwise provides, subcontracts 
terminated as a result of the partial ter¬ 
mination should be settled as provided 
in § 845.569 and the fixed-fee should be 
adjusted in accordance with § 845.566. 

(c) Where the contracting officer de¬ 
termines that the terminated portion is 
clearly severable from the balance of the 
contract, that portion may be settled 
separately, in accordance with § 845.563 
if the settlement includes reimbursed 
costs, or in accordance with § 845.564 if 
the settlement does not include reim¬ 
bursed costs. [JTR 562.31 

§ 845.563 Procedure where settlement 
includes reimbursed costs. [ JTR 5631 

§ 845.563-1 Action to be taken upon 
issuance of notice of termination . (a) 
When a notice of partial or complete 
termination is issued, the office issuing 
the notice will, at the time of issuance, 
send a copy thereof to the General Ac¬ 
counting Office. 

(b) The contracting officer will pro¬ 
ceed immediately to take all possible pre¬ 
liminary steps looking toward a final set¬ 
tlement agreement, including approval 
of subcontract settlements under 
I 845.569, the consideration of account¬ 
ing reports submitted pursuant to 
§ 845.567-3, disposition of termination 
inventory, and discussion of points at 
issue. No final settlement agreement 
which includes reimbursed costs will be 
made, however, until the provisions of 
§§ 845.563 to 845.563-6, inclusive, have 
been complied with. I JTR 563.11 

§ 845.563-2 Discontinuance of vouch¬ 
ers. (a) Upon the effective date of com¬ 
plete termination, or in the case of a 
partial termination upon receipt of no¬ 
tice from the contracting officer that per¬ 
formance is complete or that perform¬ 
ance on any continued portion is only on 
subsidiary Items or spare parts or is 
otherwise not substantial, the contractor 
shall promptly discontinue the presenta¬ 
tion of Form 1034 cost vouchers, except 
reclaim vouchers submitted under § 845.- 
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561-3, and except as provided in para¬ 
graph (b) below. 

(b) Although discontinuance of the use 
of Form 1034 cost Vouchers will permit 
speedier settlement, a contractor may 
elect to continue presenting costs on 
Form 1034 cost vouchers. A contractor 
who continues presentation of Form 
1034 cost vouchers may at any time 
thereafter elect to discontinue the use 
of such vouchers. A contractor will not. 
however, be permitted during the same 
period of time to use both Form 1034 
cost vouchers and settlement proposals in 
presenting his costs. 

(c) The contractor's election to dis¬ 
continue the use of Form 1034 cost 
vouchers shall be made in such manner 
as the contracting officer (in the case of 
the Navy, the Cost Inspection Service) 
may require. A contractor who elects to 
discontinue Form 1034 cost vouchers will 
not be permitted to resume the use of 
such vouchers. 

(d) After discontinuance of Form 1034 
cost vouchers, the contractor will pre¬ 
sent unreimbursed costs on the settle¬ 
ment proposal form prescribed in 
§ 845.565. On the basis of such settle¬ 
ment proposals, partial settlements may 
be made from time to time as provided in 
§ 845.564-2 (b). t JTR 563.21 

§ 845.563-3 Preparation of information 
for General Accounting Office, (a) After 
the discontinuance of Form 1034 cost 
vouchers in accordance with § 845.563-2, 
the contracting officer, (in the case of 
the Navy, the Cost Inspection Service) 
will notify the appropriate disbursing of¬ 
ficer in writing of the bureau voucher 
number of the last Form 1034 cost vouch¬ 
er submitted to him for payment. 

(b) The disbursing officer will prompt¬ 
ly prepare a list of all Form 1034 cost 
vouchers paid under the contract, show¬ 
ing: 

(1) Voucher number; 

<2) Amount of voucher; 

(3) Date of payment; 

(4) Disbursing officer’s name or sym¬ 
bol; and 

(5) Total amount of vouchers paid. 

(c) In the War Department, within a 
period of 5 days from the date of pay¬ 
ment or the last Form 1034 cost voucher, 
the disbursing officer will transmit to the 
contracting officer the information listed 
in paragraph (b) above. The contract¬ 
ing officer should verify the total number 
of vouchers listed with the total number 
indicated in the records of the procure¬ 
ment office and. if any discrepancies 
exist, request the disbursing officer to 
reconcile them. [JTR 563.31 

§ 845.563-4 Notice to General Account¬ 
ing Office of audit status date, (a) As 
promptly as practicable after payment 
of the last Form 1034 cost voucher, the 
contracting officer (in the case of the 
Navy, the disbursing officer) will trans¬ 
mit to the General Accounting Office a 
notice in duplicate establishing an audit 
status date 60 days from the date of the 
notice. The notice should be addressed 
to the General Accounting Office in 
Washington, D. C., unless (in the War 
Department) the General Accounting 
Office has established a project audit for 
the contract, in which case the notice 


should be addressed to the office of the 
field representative. In addition to 
designating the audit status date, the 
notice will include the following: 

(1) The number of the terminated 
contract and the name and address of 
the contracting officer in charge of its 
settlement; 

(2) A statement that the contract has 
been terminated and is in process of set¬ 
tlement; 

(3) The list of vouchers prepared in 
accordance with § 845.563-3; 

(4) A request that the General Ac¬ 
counting Office (i) advise the office in¬ 
itiating the notice of the current status 
of its audit, of all exceptions then out¬ 
standing, and of any other information 
which it considers pertinent to the set¬ 
tlement of the contract, and (ii) furnish 
similar information at or before the 
audit status date: and 

(5) A request that copies of all audit 
status reports be furnished (i) the Read¬ 
justment Division, ASF, and the Office of 
the Fiscal Director, ASF, in the War De¬ 
partment, and (ii) the contracting offi¬ 
cer designated in the notice and Cost 
Inspection Service, in the Navy. 

(b) In the War Department, a copy of 
the notice will be sent by the contract¬ 
ing officer directly to the Office of the 
Fiscal Director, ASF. In the Navy, copies 
of the notice will be sent to the contract¬ 
ing officer and Cost Inspection Service. 
[JTR 563.4] 

§ 845.563-5 Clearance of exceptions 
and reclaim vouchers after termination. 
(a> It is essential that every effort be 
made by the contracting officer (in the 
case of the Navy, the Cost Inspection 
Service) to answer promptly any excep¬ 
tions and informal inquiries from the 
General Accounting Office issued with re¬ 
spect to reimbursed costs up to the audit 
status date, and, in the case of the War 
Department, to forward reclaim vouch¬ 
ers as promptly as possible. 

(b) In the War Department, the an¬ 
swer to informal inquiries will be sub¬ 
mitted to the General Accounting Office 
field representative. In the case of ex¬ 
ceptions, the contracting officer will (1) 
submit the original of the reply to the 
Finance Officer for direct transmission 
to the Office of the Fiscal Director, ASF, 
and (2) forward signed copies to the 
General Accounting Office field repre¬ 
sentative and to the chief of the service. 
In the Navy, the answer to informal in¬ 
quiries and exceptions will be made by 
Cost Inspection Service. 

(c) At the audit status date a final 
effort will be made to clear exceptions 
and reclaim vouchers remaining out¬ 
standing. A period of 30 days will be 
allowed for such clearance, but this pe¬ 
riod may be extended by the contracting 
officer (in the Navy, after consultation 
with Cost Inspection Service) if it ap¬ 
pears that further efforts to clear excep¬ 
tions and reclaim vouchers will not un¬ 
duly delay the final settlement. [JTR 
563.5] 

§ 845.563-6 Authority to proceed with 
final settlement agreement . (a) At the 
audit status date or, if any exceptions or 
reclaim vouchers are then outstanding, 
at the end of the period prescribed in 


§ 845.563-5 (c). the contracting officer 
will proceed with the final settlement 
agreement and may include therein all 
claims of the Government and the con¬ 
tractor under the terminated contract 
(whether or not audited by the General 
Accounting Office) except reimbursed 
costs which are the subject of: 

(1) A General Accounting Office ex¬ 
ception outstanding on the audit status 
date and remaining uncleared; 

(2) A General Accounting Office ex¬ 
ception cleared by deduction or refund 
and as to which the contractor has not 
presented a reclaim voucher; or 

(3) A reclaim voucher not authorized 
for payment by the General Accounting 
Office. 

(b) The contracting officer may, if the 
contractor so requests, refer any costs not 
authorized for inclusion in the settle¬ 
ment agreement under paragraph (a) 
above to the Readjustment Division, 
ASF, or the Industrial Readjustment 
Branch, OP&M. who may apply to the 
Under Secretary of War or the Secre¬ 
tary of the Navy for instructions. The 
final settlement agreement will give effect 
to such instructions. 

(c) In negotiating the settlement, the 
provisions of the particular contract 
governing the types of reimbursable 
costs shall constitute the basis of nego¬ 
tiation. The contracting officer will 
have for his consideration the account¬ 
ant’s report submitted in accordance 
with § 845.567-3. Differences of opinion 
between the parties to the settlement as 
to the interpretation of the provisions of 
the contract and their application to the 
circumstances of the particular case 
should be settled by agreement whenever 
feasible. The negotiated settlement, 
however, will not be made the means of 
reimbursing contractors for costs which 
under the provisions of the contract are 
not allowable. No unreimbursed cost 
will be allowed which is identical in na¬ 
ture to an item of cost required to be 
excluded from the settlement under the 
provisions of this section. [JTR 563.6) 

§ 845.564 Procedure where settlement 
includes no reimbursed costs. [JTR 
564 J 

§ 845.564-1 Where there have been no 
reimbursed costs under the contract. 
Where there have been no reimbursed 
costs under the contract, a settlement 
of all claims of the Government or the 
contractor in connection with the ter¬ 
minated contract may be made without 
following the procedure prescribed in 
§ 845.563. In negotiating the settlement, 
the provisions of the particular contract 
governing the types of reimbursable 
costs shall constitute the basis of nego¬ 
tiation. [JTR 564.1] 

§ 845.564-2 Partial settlements. In 
addition to the authority to make a par¬ 
tial settlement upon failure to negotiate 
a complete settlement, as provided in 
§ 845.515-3, and to furnish interim finan- 
ing as provided in Part 843, partial set¬ 
tlements may be made without following 
the procedure prescribed in § 845.563, as 
follows: 

(a) The contracting officer may make 
a settlement agreement at any time after 
partial or complete termination of the 
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contract where the settlement includes 
only post termination expenses, flxed- 
fee, and settlements with subcontractors 
made pursuant to §§ 845.569-1 and 
845.569-3. 

(b) Where the contractor submits set¬ 
tlement proposals in accordance with 
§845.565, the contracting officer may 
make partial settlements on the basis of 
such proposals from time to time in sub¬ 
stantially the form prescribed in § 849.- 
983-2. Under such partial settlements 
the Government and the cpntractor may 
agree upon a minimum amount due on 
the unreimbursed part of the claim with¬ 
out determining that this amount is due 
on particular elements of the claim or 
that additional amounts may not be due, 
leaving the final amount due on the en¬ 
tire claim subject to final negotiation or 
determination. No such partial settle¬ 
ment shall impair the right of recovery 
by the Government from the contractor 
of the amount of any claim or offset, 
whether or not it was in existence at the 
time of such partial settlement or any 
payment thereunder. [JTR 564.23 

§ 845.565 Subinission of settlement 
proposals, (a) Except in those cases 
where the contractor elects to continue 
to present costs on Form 1034 cost 
vouchers, as provided in paragraph (b) of 
§ 845.563-2, unreimbursed costs and 
fixed-fee will be presented on the form 
set out in § 849.965, designated “Settle¬ 
ment Proposal For Use On Terminated 
Cost and Cost-Plus-A-Fixed-Fee Con¬ 
tracts*’. 

(b) Settlement proposals will serve as 
the basis for interim financing and the 
negotiation of partial or complete set¬ 
tlements. They will not be sent to the 
disbursing officer inasmuch as no pay¬ 
ments will be made directly on the basis 
of these proposals. 

(c) Each partial settlement proposal 
should be numbered serially beginning 
with the number “1”, and a separate 
number series will be maintained by the 
contractor for each cost-plus-a-fixed-fee 
contract. TJTR 565) 

§ 845.566 Adjustment of fixed-fee. (a) 
The fee under a terminated cost-plus-a- 
fixed-fee contract should be adjusted on 
the basis of percentage of completion or 
other basis prescribed by the contract. 

(b) Where the adjustment is to be 
made on the basis of the percentage of 
completion (which is equivalent to de¬ 
termining the amount of work performed 
on the contract), considerations similar 
to those set forth in § 845.533-2 should be 
applied in making the adjustment. In 
addition to the factors set forth in 
§ 845.533-2 and any other relevant fac¬ 
tors applicable to the particular case, 
it will be appropriate, unless the contract 
expressly provides otherwise, to consider 
the work done by the contractor in ter¬ 
minating the contract, in settling claims 
of subcontractors, and in disposing of ter¬ 
mination inventory. A break-down of 
costs incurred by major classifications 
will usually furnish the contracting of¬ 
ficer with a starting basis for judging the 
character and extent of the work done al¬ 
though such costs may not necessarily 
measure correctly the importance of such 
work Jn the performance of the contract. 
The ratio of costs incurred to the total 


estimated costs of performing the con¬ 
tract is only one factor in computing 
the percentage of completion of the con¬ 
tract, which may be either greater or less 
than that indicated by the ratio of costs 
incurred, depending upon the evalua¬ 
tion by the contracting officer of the 
considerations referred to above. [JTR 
5663 

§ 845.567 Accounting procedures. 
[JTR 6673 

§ 845.567-1 General. As in the case 
of fixed-price settlements, accounting 
reports are advisory only. [JTR 567.13 

§ 845.567-2 Review procedures. The 
procedures and requirements for the 
accounting review of reimbursed costs 
are set forth (a) in the War Department, 
in TM 14-1000 “Administrative Audit 
Procedures for Cost-Plus-A-Fixed-Fee 
Supply Contracts’* and (b) in the Navy, 
in the “Revised Cost Inspection Manual.” 
Additional sections are also included in 
both of these manuals to deal with the 
different requirements applicable in the 
review of unreimbursed costs under ter¬ 
minated cost-plus-a-fixed-fee contracts. 
[JTR 567.23 

§ 845.567-3 Accountant's report, (a) 
The accountant will submit reports to 
the contracting officer covering partial 
settlement proposals of the contractor in 
accordance with the requirements of the 
Individual service or bureau. When the 
war contractor has submitted a final set¬ 
tlement proposal, the accountant will 
prepare and submit to the contracting 
officer a final report to assist him in 
negotiating a final lump sum settlement. 
The report will list and comment on any 
uncleared General Accounting Office 
exceptions. [JTR 567.3) 

§ 845.568 Settlement by determina¬ 
tion. Where all or any part of the ter¬ 
mination claim under a cost-plus-a- 
flxed-fee contract has not been settled 
by agreement, it will be determined by 
the contracting officer in accordance 
with the provisions of the contract gov¬ 
erning the types of reimbursable costs, 
using the procedures for a formula set¬ 
tlement under a fixed-price supply con¬ 
tract insofar as applicable (subpart E of 
Part 847). [JTR 568) 

§ 845.569 Settlement of subcontracts. 
[JTR 5693 

§ 845.569-1 Fixed-price subcontracts. 
Fixed-price subcontracts, terminated in 
whole or in part as a result of the termi¬ 
nation or modification of a cost-plus-a- 
fixed-fee contract or under -any other 
circumstances which require the Gov¬ 
ernment to bear the cost of settling the 
terminated subcontract, will be settled 
as promptly as practicable in accordance 
with the provisions of Part 846. This 
procedure shall apply to any cost por¬ 
tion of a fixed-price subcontract, wheth¬ 
er such portion is terminated or com¬ 
pleted, subject to the provisions of the 
particular contract governing the types 
of reimbursable costs. [JTR 569.13 

§ 845.569.2 Cost-plus-a-fixed-fee sub¬ 
contracts where settlement includes re¬ 
imbursed costs, (a) Where the settle¬ 
ment of a terminated cost-plus-a-flxed- 
fee subcontract Includes reimbursed 


costs, the settlement will not be made 
until authorized in accordance with the 
provisions of § 845.563-6. If subcontract 
costs which have been reimbursed by 
the prime contractor are required under 
§ 845.563-6 to be excluded from the 
agreement settling the prime contract, 
they must likewise be excluded from the 
agreement settling the subcontract. 
The contracting officer in charge of the 
settlement of the prime contract may, 
however, if the parties to the subcon¬ 
tract settlement so request, refer any 
costs not authorized for inclusion in the 
settlement agreement for instructions 
as provided in § 845.563-6 (b). 

(b) Where the subcontract is termi¬ 
nated at a time when all or substantially 
all performance under the prime con¬ 
tract is completed, establishment of a 
separate audit status date for the sub¬ 
contract will not be necessary, since the 
audit status date for the prime contract 
will serve as the audit status date for the 
subcontract. At the audit status date of 
the prime contract, or, if any exceptions 
or reclaim vouchers pertaining to sub¬ 
contract costs are then outstanding, at 
the end of the period prescribed in 
§ 845.563-5 (c), the parties will proceed 
with the final settlement of the sub¬ 
contract* 

(c) Where the subcontract Is termi¬ 
nated prior to the time when all or sub¬ 
stantially all performance under the 
prime contract is completed, settlement 
of the subcontract should not be delayed 
until the audit status date of the prime 
contract. In such cases a separate audit 
status date for the subcontract may be 
established when the contracting officer 
determines that performahee under the 
subcontract is complete or that perform¬ 
ance on any continued portion is only on 
subsidiary items or spare parts, or is 
otherwise not substantial. Upon such 
determination, (1) the subcontractor 
may request the prime contractor to dis¬ 
continue inclusion of specific items of 
subcontract costs in Form 1034 cost 
vouchers, or (2) with the consent of the 
subcontractor, the contracting officer 
may proceed to settle the subcontract 
directly as provided in § 845.569-4. In 
either case no settlement which includes 
reimbursed costs will be made until the 
procedure set forth in §§ 845.563-2 to 
§ 845.563-6, inclusive, has been followed 
with respect to the subcontract. As ap¬ 
plied to the subcontract, this procedure 
includes preparation and transmission 
of a list of all Form 1034 cost vouchers 
under the prime contract covering spe¬ 
cific items of costs incurred under the 
subcontract, establishment of an audit 
status date for the subcontract after pay¬ 
ment of the last Form 1034 cost voucher 
covering a specific item of subcontract 
cost, and clearance of exeptions and re¬ 
claim vouchers pertaining to the sub¬ 
contract. In the Navy, the Cost Inspec¬ 
tion Service will assist the disbursing 
officer in obtaining the information nec¬ 
essary to prepare the list of vouchers. 

(d) In submitting costs, the subcon¬ 
tractor shall use the settlement propos¬ 
als prescribed in § 845.565 in those cases 
where the prime contractor discontinues 
the presentation of Form 1034 cost 
vouchers covering specific items of sub¬ 
contract costs, or where direct settlement 
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is being made with the subcontractor. 
On the basis of costs so submitted, par¬ 
tial settlements may be made with the 
subcontractor from time to time as pro¬ 
vided in § 845.564-2 (b), if authorized or 
approved by the contracting officer. 
IJTR 569.2] 

§ 845.569-3 Cost-plus-a-flxed-fee sub¬ 
contracts where settlement includes no 
reimbursed costs. Where the subcon¬ 
tract settlement is of a type which in¬ 
cludes no reimbursed costs, settlement of 
the subcontract may be made in accord¬ 
ance with § 845.564. IJTR 569.3] 

§ 845.569-4 Direct settlement of cost- 
plus-a-fixed-fee subcontracts. With the 
written approval (in the case of the War 
Department) of the head of the local 
procurement district, depot, or other of¬ 
fice, or (in the case of the Navy) of the 
chief of the bureau settling the related 
prime contract, the contracting officer 
may settle directly all claims of a sub¬ 
contractor under a terminated cost-plus- 
a-flxed-fee subcontract in accordance 
with the procedures set forth in §5 845.- 
569-2, 845.569-3 and Subpart F of Part 
846 and following in any case in which 
such action is deemed necessary or de¬ 
sirable for the expeditious and equitable 
settlement of the subcontract. IJTR 
569.4] 

§ 845.569-5 Navy Department proce¬ 
dure for payment of subcontract settle¬ 
ments. If the particular prime contract 
does not provide for recognition of a sub¬ 
contract settlement authorized or ap¬ 
proved by the contracting officer, as a 
reimbursable item, the contract should 
be amended to so provide before the 
amount of settlement is presented by the 
prime contractor to a cost inspector for 
reimbursement. [JTR 569.5] 

SUBPART G—INTEREST 

§ 845.570 Scope. This subpart sets 
forth the methods of computing interest 
on termination claims of prime con¬ 
tractors and subcontractors pursuant to 
section 6 (f) of the act. [JTR 570] 

§ 845.571 Statutory provisions. Sec¬ 
tion 6 (f) of the act provides for allowing 
interest on the amount due and unpaid 
from time to time on any termination 
claim at the rate of 2 V 2 per cent per 
annum, with certain exceptions, stated in 
§ 845.572-3 (d) and (e). f JTR 571] 

§ 845.572 Interest on termination 
claims of prime contractors. [JTR 572] 

§ 845.572-1 “Date fixed for termina- 
tion.” For the purpose of computing in¬ 
terest, the term “the date fixed for ter¬ 
mination” shall have the meaning stated 
in § 841.121-6. [JTR 572.1] 

§ 845.572-2 “Amount due on termina¬ 
tion claim” For the purpose of com¬ 
puting interest, the term “amount due 
on the termination claim” means the 
amount determined to be due for fair 
compensation for the termination of the 
contract, less: 

(a) The amount of any credits for re¬ 
tention or disposal of termination inven¬ 
tory; and 

(b) Amounts paid or payable to sub¬ 
contractors, except to the extent that 
payment is made by the prime contractor 


out of his own funds, as provided in 
§ 845.572-3 (a). [JTR 572.2] 

§ 845.572-3 Computation of interest. 
Interest on the amount due on the ter¬ 
mination 2 iaim shall be computed for a 
period beginning on July 21. 1944 or 30 
days after the date fixed for termination, 
whichever date is later, and ending with 
the date of final payment to the con¬ 
tractor, with the following exceptions: 

(a) Interest shall commence to accrue 
on partial or final payments made by the 
prime contractor to subcontractors out 
.of the prime contractor’s own funds, as 
of the dale of payment. In applying 
this provision, funds furnished by the 
Government to the prime contractor for 
the purpose of making payments to sub¬ 
contractors shall not be considered as the 
prime contractor’s “own funds”. 

(b) Interest shall cease to accrue on 
the amount due on the termination claim 
to the extent, and as of the date, of ad¬ 
vance, progress or partial payments made 
on account of such claim after termina¬ 
tion. 

(c) Interest shall not accrue on the 
amount due on the termination claim to 
the extent, and for the period, that any 
advance, progress or partial payment 
made on account of the contract prior 
to termination remains unliquidated, 
where, under the terms of such payment, 
the contractor was not at any time liable 
for interest thereon. 

(d) If the contractor unreasonably de¬ 
lays submission and settlement of his 
claim, no interest shall accrue for the 
period of such delay. Ordinarily a pe¬ 
riod of 60 days is considered reasonable 
for submission of the claim, and a longer 
period is considered an unreasonable de¬ 
lay. unless the contracting officer deter¬ 
mines otherwise. 

(e) If the contractor appeals or sues 
after a formula settlement, interest shall 
cease to accrue 30 days after the deliv¬ 
ery to him of the findings, unless the 
amount allowed by the findings is in¬ 
creased upon the appeal or suit. IJTR 
572.3] 

§ 845.572-4 Deduction of waived in¬ 
terest. (a) If interest for the period after 
termination or after July 21,1944, which¬ 
ever is later, on any advance payment 
made by the Government, has been 
waived for the benefit of the contractor, 
the amount of the interest so waived allo¬ 
cable to the terminated contract or the 
terminated part of the contract shall be 
deducted from the interest otherwise 
payable on the termination claim. No 
ex,2ss of waived interest over statutory 
interest is to be deducted from the con¬ 
tractor's termination claim. 

(b> If a war contractor has obtained a 
waiver of interest on a V or VT-loan for 
a period after July 21, 1944, he shall not 
include interest on account of his own 
termination claim in any settlement pro¬ 
posal with respect to any terminated con¬ 
tract which served as a basis for such 
waiver. The war contractor’s right to 
interest j^pon such claims may be re¬ 
served by appropriate provisions in the 
settlement agreement. When the war 
contractor is no longer entitled to such 
waiver of interest, he may file a consoli¬ 
dated claim for interest ki connection 


with all claims under terminated con¬ 
tracts which served as a basis for the 
waiver. This consolidated claim should 
be submitted separately* from all other 
termination claims on the form set forth 
in § 849.966-1, and pursuant to the 
instructions set forth in § 849.966-2. 
Copies of this form may be obtained from 
any Federal Reserve Bank. [JTR 572.41 

§ 845.573 Method of providing for in¬ 
terest in settlement agreements with 
prime contractors. [JTR 573J 

§ 845.573-1 General. In addition to 
the principal sum payable thereunder, 
each settlement agreement will provide 
for payment of interest computed sub¬ 
stantially in accordance with the provi¬ 
sions of § 845.572 and §§ 845.573 to 
845.573-3, inclusive, unless claim for in¬ 
terest is waived. Except as provided in 
§ 845.572-4 (b), the settlement agree¬ 
ment will contain a release of all claims 
of the contractor for interest on the ter¬ 
mination claim. (See. e. g., § 849.981-1, 
Article 4b). [JTR 573.1] 

§ 845.573-2 Where date of payment is 
estimated. In including an allowance 
for interest in the settlement agreement, 
the date of payment may be estimated at 
not more than 20 days after the date of 
settlement. Where the date of payment 
is estimated, the settlement agreement 
will provide for the total amount of in¬ 
terest up to the estimated date of pay¬ 
ment. (See, e. g., § 849.981-1, Article 
4b. IJTR 573.21 

§ 845.573-3 Where date of payment is 
not estimated. Where the date of pay¬ 
ment is not estimated, the settlement 
agreement will provide for the total 
amount of interest up to the date of set¬ 
tlement and an amount of interest per 
day thereafter until final payment. (See. 
e. g., § 849.981-1, Article 4b, footnote 3.) 
[JTR 573.31 

§ 845.574 Payment by disbursing offi¬ 
cer. (a) Where any settlement agree¬ 
ment provides for an amount of interest 
per day from the jiate of settlement to 
the date of final payment, the voucher 
or invoice for the amount of settlement 
will state the amount due per day from 
the date of settlement, leaving the total 
amount to be computed by the disbursing 
officer. 

(b) In such cases, the disbursing officer 
will compute the amount due for interest 
under the agreement from the date of 
settlement to the date he sends the check 
to the war contractor, and will enter the 
amount on the voucher, and include the 
total sum in the check. [JTR 574] 

§ 845.575 Interest on termination 
claims of subcontractors, (a) Each war 
contractor, in settling with his subcon¬ 
tractors, shall allow interest on substan¬ 
tially the same basis and conditions as 
are applicable to a prime contractor. In 
allowing interest to subcontractors, the 
date of final payment should generally 
be estimated, but may not be estimated 
at more than 30 days after the date of 
settlement. 

(b) In approving, ratifying, author¬ 
izing or making termination settlements 
with subcontractors, the contracting of¬ 
ficer shall allow interest on the termina¬ 
tion claim of the subcontractor on sub- 
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stantially the same basis and conditions 
as are applicable to a prime contractor. 
IJTR 5751 

§ 845.576 Disputes . Any dispute as to 
the application of the statutory provision 
or this subchapter to the computation of 
interest in a particular case may be nego¬ 
tiated and settled by agreement. tJTR 
5761 

§ 845.577 Review of computation . The 
war contractor or contracting officer set¬ 
tling any claim will make such check of 
any computation of interest submitted to 
him as he deems necessary under the cir- 
cvynstances. tJTR 5771 

SUBPART H—SETTLEMENT REVIEW BOARDS 

§ 845.580 Scope. This subpart deals 
with the review of settlement agreements 
by settlement review boards within the 
Departments. [JTR 580] 

§ 845.581 Creation of settlement re¬ 
view boards . The chief of each service or 
bureau shall establish one or more settle¬ 
ment review boards. Each board shall 
be composed of at least three responsible 
officers or civilian employees of the War 
or Navy Department. So far as prac¬ 
ticable, in view of the volume of cases 
and the availability of qualified person¬ 
nel, such a board should be established in 
each office authorized to negotiate final 
settlements. The duties of such boards 
may be assigned to the members of any 
boards or sections already in existence or 
charged with other duties. No person 
shall serve as a member of the settlement 
review board in reviewing a settlement in 
which he participated. IJTR 5811 

§ 845.582 Duty of board to review set¬ 
tlements, [JTR 5821 

§ 845.582-1 Settlements required to 
be reviewed. The settlement review 
board will examine, before its approval 
or execution by the contracting officer, 
each proposed settlement made by the 
Government or made by any war con¬ 
tractor with Ills subcontractor: 

(a) Which provides for payment to 
any prime contractor or to any subcon¬ 
tractor of an amount in excess of $25,000, 
computed in accordance with § 841.122; 
or 

(b) Which adjusts the fixed-fee upon 
the complete or partial termination of a 
cost-plus-a-fixed-fee prime contract or 
subcontract where the estimated cost of 
the terminated portion exceeds $50,000; 
or 

(c) Which does not require review un¬ 
der paragraph (a) or <b). but which the 
chief of a service or bureau requires to 
be submitted for review by the board. 
[JTR 582.11 

§ 845.582-2 Optional review . Any 
contracting officer, in his discretion, may 
submit to the board any proposed settle¬ 
ment or matter in connection therewith 
at any time and generally should submit 
any novel or special problem upon which 
he desires the advice of the board. 
[JTR 582.2] 

§ 845.582-3 Settlements and agree¬ 
ments not subject to review, (a) Unless 
the chief of a service or bureau pre¬ 
scribes otherwise, the contracting officer 
may make partial payments under Part 


823 without obtaining the approval of 
the review board. 

(b) The settlement review board will 
rely on and will not review any action of 
a disposal board with respect to any dis¬ 
position of termination inventory, but 
may consider the allocability of such in¬ 
ventory to the termination claim. 

(c) To the extent that a settlement 
agreement is based upon a pretermina¬ 
tion settlement agreement which has 
been approved by the appropriate settle¬ 
ment review board, it is not required to 
be reviewed by any such board, except 
for the purpose of determining whether 
the pretermination settlement is properly 
reflected therein. TJTR 582.3] 

§ 845.583 Scope of review by board. 

(a) The sole function of the settlement 
review board is to determine the over-all 
reasonableness of the proposed settle¬ 
ment from the standpoint of protecting 
the Government's interest. The board 
is not intended to examine in detail every 
element entering into the determination 
of the amount to be paid. In order to 
determine, however, that negotiations 
have been conducted competently and 
in the light of adequate information, it 
will frequently be appropriate for the 
board to inquire into specific selected 
items of the proposed settlement. 

(b> The board may vary the scope and 
intensity of the review according to the 
reliability of the contractor, the size and 
complexity of the proposed settlement, 
and any other relevant factors. When¬ 
ever review is required for subcontract 
settlements involving $25 000 or less, the 
board may, and generally should, limit 
its review to an inquiry as to whether 
the prime contractor or any intermedi¬ 
ate subcontractor adequately exam¬ 
ined the claim and whether it is reason¬ 
able to rely on the examination so made. 

(c) Where the adjustment of the fixed- 
fee under a terminated cost-plus-a-fixed- 
fee war contract made pursuant to a con¬ 
tract formula and not by negotiated 
agreement is submitted for review, the 
function of the board in reviewing the 
adjustment will be to advise the con¬ 
tracting officer with respect to its reason¬ 
ableness. 

(d) The board may act upon records 
submitted by the contracting officer or 
may require the sub mission of additional 
information. IJTR 5831 

§ 845.584 Effect of action by review 
board. [JTR 584] 

§ 845.584-1 Action by the board. The 
review board will submit to the contract¬ 
ing officer a written recommendation 
with respect to each proposed settlement 
or other matter considered by the board. 
The review board must act promptly on 
all matters submitted for its considera¬ 
tion or approval. Under section 6 (c) of 
the act, failure of any review board to 
act upon any settlement within thirty 
days after its submission to the board 
operates as approval by the board. [JTR 
584.11 

§ 845.584-2 Necessity for further ap¬ 
proval . (a) If the review board disap¬ 

proves any proposed settlement, the con¬ 
tracting officer shall not execute it or 
approve it unless the head of the office 


in which the board is established ap¬ 
proves the settlement. 

(b) Where the proposed settlement 
exceeds $500,000 in amount, or such 
lesser amount as the chief of the service 
or bureau may prescribe, the contract¬ 
ing officer shall submit it, after approval 
by the review board, (1) in the War De¬ 
partment, to such higher authority as 
the chief of the service may prescribe, or 
(2) in the Navy Department, to the chief 
or assistant chief of the bureau, acting 
personally. The contracting officer shall 
not execute or approve the settlement 
until its approval by such authority. 

(c) Except as provided in this para¬ 
graph, the contracting officer may exe¬ 
cute or approve the settlement agreement 
upon its approval by the review board. 
[JTR 584.21 


Part 846— Settlements of Subcontract 
Claims 


Sec. 

846.600 Scope of part. 

SUBPART A-OBLIGATION OF WAR CONTRACTOR TO 

SETTLE SUBCONTRACTORS* CLAIMS 


846.610 

846.611 

846.612 


846.612- 1 

846.612- 2 

846.613 

846.613- 1 

846.613- 2 

846.613- 3 

846.613- 4 

846.614 

846.614- 1 


846.614- 2 

846.614- 3 

SUBPART E 

846.620 

846.621 

846.622 

846.622- 1 

846.622- 2 


846.623 

846.624 

846.624- 1 

846.624- 2 

846.625 

846.625- 1 


846.625- 2 

846.625- 3 
846.626 


Scope. 

Rights of subcontractors against 
Government. 

Duty of prime contractor to settle 
termination claims of subcon¬ 
tractors. 

Under fixed-price contracts. 

Under cost-plus-a-fixed-fee con¬ 
tracts. 

Inability of prime contractor to 
settle subcontract claims. 

Exclusion from settlement. 

Assumption by Government. 

Terms of assumption. 

Application to subcontracts in 
lower tiers. 

Assignment of rights under sub¬ 
contracts. 

Obligation to assign under uni¬ 
form fixed-price contract ar¬ 
ticles. 

Obligation to assign under other 
articles. 

When assignments to be required. 

—BASES OF SETTLEMENT OF SUBCON¬ 
TRACTS 

Scope 

Approved subcontract termina¬ 
tion article. 

Use of approved subcontract ter¬ 
mination article. 

Original subcontracts. 

Amendments of subcontracts to 
Insert approved termination ar¬ 
ticle. 

General procedures for settlement. 

Settlement of subcontracts with¬ 
out approved article. 

General rule. 

Special cases. 

Settlement of subcontract claims 
without agreement. 

Recognition of Judgments of sub¬ 
contractors against war con¬ 
tractors. 

Recognition of arbitration awards. 

Decision by appeal board. 

Termination inventory of subcon¬ 
tractor. 


SUBPART C—REVIEW OF SUBCONTRACT SETTLE¬ 
MENT PROPOSALS BY WAR CONTRACTORS 


846.630 Scope. 

846.631 Responsibility of subcontractors 

presenting claims. 

846.632 Duty of war contractor to review 

settlement proposals of subcon¬ 
tractors. 
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Sec. 

846.633 Methods of review by contractors. 

846.633- 1 Office review. 

846.633- 2 Responsibility for examination 

beyond office review. 

846.633- 3 Types of examination beyond of¬ 

fice review. 

846.634 Reports of reviews. 

SUBPART D-REVIEW OP SUBCONTRACT SETTLE¬ 

MENTS BY GOVERNMENT PERSONNEL 


Sec. 

846.663- 3 

846.663- 4 

846.667 

846.667- 1 

846.667- 2 

846.668 


Release or assignment of claim. 

Payment under direct settlement. 

Authority to make direct pay¬ 
ments to subcontractors. 

Distinction between settlement 
and payment. 

When direct payments author¬ 
ized. 

Right of government to withhold 
for unsettled subcontracts. 


846.640 

846.641 

846.641- 1 

846.641- 2 

846.642 


846.642- 1 

846.642- 2 

846.642- 3 

846.642- 4 

846.642- 5 

846.642- 6 

846.642- 7 
846.643 


846.643- 1 

846.643- 2 
846.644 

846.644- 1 

846.644- 2 

846.644- 3 

846.644- 4 


846.645 

846.645- 1 

846.645- 2 


846.646 

846.647 

846.648 

846.648- 1 

846.648- 2 


Scope. 

Provisions for approval. 

Statutory provisions. 

Prime contract provisions. 

Authority of war contractors to 
make final subcontract settle¬ 
ments of $10,000 or less with¬ 
out approval. 

Policy. 

Granting of authority. 

Extent of authority. 

Consolidation of claims. 

Recognition of authorized settle¬ 
ments. 

Selective review. 

Revocation of authority. 

Authority of war contractors to 
make final subcontract settle¬ 
ments under $1,000 without 
approval. 

Authority. % 

Revocation. 

When subcontract settlements to 
be reviewed and approved. 

Mandatory review. 

Selection of subcontract settle¬ 
ments for review and approval. 

Optional submission for approval. 

Selection and approval of sub¬ 
contract settlements by Navy 
material inspector. 

Method of submitting subcontract 
settlement for approval. 

General procedure. 

Navy procedure for submitting 
subcontract settlement propos¬ 
als and settlements. 

Standards for approval of sub¬ 
contract settlements. 

Subcontract settlements not sub¬ 
mitted for approval. 

Finality of subcontract settle¬ 
ment. 

Statutory provisions. 

Amendment of subcontract set¬ 
tlement. 


§ 846.600 Scope of part. This part 
deals with policies and procedures par¬ 
ticularly applicable to settlements with 
subcontractors and Part 847 with those 
particularly applicable to settlements 
with prime contractors. Part 845 covers 
the policies and procedures which ap¬ 
ply generally to settlements with both 
subcontractors and prime contractors. 
[JTR 600 J 

SUBPART A—OBLIGATION OF WAR CONTRAC¬ 
TOR TO SETTLE SUBCONTRACTORS’ CLAIMS 

§ 846.610 Scope. This subpart dis¬ 
cusses the obligation of the prime con¬ 
tractor and of each intermediate sub¬ 
contractor to settle the claims of his 
subcontractors, and the procedure when 
he is unable to settle. [JTR 610] 

§ 846.611 Rights of subcontractors 
against Government. Under the uniform 
termination article for fixed-price sup¬ 
ply prime contracts, and earlier similar 
articles, subcontractors have no contrac¬ 
tual rights directly against the Govern¬ 
ment upon the termination of a prime 
contract. The rights of such subcon¬ 
tractors are against the prime contractor 
or intermediate subcontractor who is di¬ 
rectly obligated to them on the subcon¬ 
tract which they hold. The extent of 
these rights will depend upon the terms 
of the subcontract in question. As ex¬ 
plained in Subpart P of this part, how¬ 
ever, the Government in its discretion 
may undertake to settle the claims of 
subcontractors directly. [JTR 6111 

§ 846.612 Duty of prime contractor to 
settle termination claims of subcon¬ 
tractors. [JTR 612] 


SUBPART E—PROTECTION OP SUBCONTRACTORS 


846.650 

846.651 

846.651- 1 

846.651- 2 

846.651- 3 

846.652 

846.652- 1 

846.652- 2 

846.652- 3 


Scope. 

Supervision of payments to prime 
contractor for subcontractors. 

Statutory provisions. 

When duty to supervise arises. 

Methods of supervision. 

Supplemental payments to sub¬ 
contractors. 

Statutory provision. 

Scope of statutory provision. 

Request for authority to make 
supplemental payments. 


SUBPART F—DIRECT SETTLEMENT OF SUBCON¬ 
TRACTS BY GOVERNMENT 


846.660 

846.661 


846.662 


846.662- 1 

846.662- 2 

846.662- 3 

846.662- 4 
846.663 

846.663- 1 

846.663- 2 


Scope. 

Authority to settle subcontract 
claims directly under contract 
provisions therefor. 

Authority to settle subcontract 
claims directly where no con¬ 
tract provisions therefor. * 

Statutory provisions. 

When authorized. 

Limitation on authority. 

Use of authority. 

Procedures in making direct set¬ 
tlement with subcontractors. 

General. 

Acceptance of responsibility for 
direct settlement. 


§ 846.612-1 Under fixed-price con¬ 
tracts. Upon termination of a fixed-price 
prime contract, the prime contractor and 
each subcontractor is responsible for set¬ 
tling the termination claims of his im¬ 
mediate subcontractors, subject to the 
approval of the contracting officer when 
required. TJTR 612.1] 

§ 846.612-2 Under cost-plus-a-fixed- 
fee contracts, (a) Many cost-plus-a- 
fixed-fee contracts contain a termina¬ 
tion article providing expressly that the 
prime contractor must settle the termi¬ 
nation claims of his subcontractors. The 
uniform termination article for cost- 
plus-a-fixed-fee contracts contains this 
provision. Under terminated contracts 
containing an article of this type, the 
prime contractor is required to settle 
with his subcontractors. 

(b) Under the termination article in 
some cost-plus-a-fixed-fee prime con¬ 
tracts, the Government agrees to as¬ 
sume the obligations of the prime con¬ 
tractor upon termination. In terminat¬ 
ing such contracts, the contracting offi¬ 
cer will make every effort to obtain the 
full cooperation of the prime contractor 


in settling such obligations. The prime 
contractor remains liable upon his sub¬ 
contracts and other obligations, and is 
under a duty to lend all reasonable as¬ 
sistance in their settlement. The policy 
of the War and Navy Departments is to 
encourage the prime contractor to settle 
the termination claims of subcontractors 
in order to expedite payments to them. 

(c) Upon termination of a contract 
containing either type of article, the 
prime contractor will take steps promptly 
to obtain settlement proposals for any 
terminated fixed-price subcontracts. In 
the case of cost-plus-a-fixed-fee subcon¬ 
tracts, the prime contractor will obtain 
the accounting data and vouchers neces¬ 
sary to permit (1) the negotiation of a 
settlement of such contract, or (2) final 
determination and payment of the reim¬ 
bursable costs under such subcontract 
and any necessary adjustment of the 
fixed-fee thereunder. LJTR 612.2J 

§ 846.613 Inability of prime contrac¬ 
tor to settle subcontract claims. [JTR 
613] 

§ 846.613-1 Exclusion from’ settle¬ 
ment. Where the prime contractor can¬ 
not settle one or more terminated sub¬ 
contracts on a fair basis which the con¬ 
tracting officer will approve (where his 
approval is required), the Government 
and the prime contractor may agree to 
exclude the amounts due to such sub¬ 
contractors from the negotiated settle¬ 
ment. and to leave to later determination 
the amount due with respect to such sub¬ 
contracts. [JTR 613.1] 

§ 846.613-2 Assumption by Govern¬ 
ment. In appropriate cases, with the 
written approval of the head of the pro¬ 
curement office or bureau administering 
the settlement, acting personally or 
through a representative designated for 
the purpose, the Government In the set¬ 
tlement agreement with the prime con¬ 
tractor may assume and agree to pay 
the obligation of the prime contrac¬ 
tor with respect to such unsettled sub¬ 
contracts, so far as related to the termi¬ 
nated portion of the prime contract. 
[JTR 613.2] 

§ 846.613-3 Terms of assumption . 
Where the Government assumes the ob¬ 
ligation of the prime contractor on any 
subcontract claim, the final settlement 
agreement or other supplemental agree¬ 
ment shall contain an article substan¬ 
tially in the form set forth in § 849.988-1. 
The maximum amount to be paid on the 
subcontract settlement shall be so fixed 
that the total payments under the termi¬ 
nated prime contract shall not exceed 
any maximum limit set for payments un¬ 
der the applicable termination article 
or under this regulation. [JTR 613.3] 

§ 846 613-4 Application to subcon¬ 
tracts in lower tiers. Where a subcon¬ 
tractor of any tier cannot settle with one 
or more of his subcontractors in the next 
tier below him, arrangements similar to 
those described in §§ 846.613-1 to 846.- 
613-3, inclusive, may be made, with the 
written consent of the prime contractor 
and of all intervening subcontractors. 
[JTR 613.4] 

5 846.614 Assignment of rights under 
subcontracts. [JTR 614] 
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§ 846.614-1 Obligation to assign Tinder 
uniform fixed-price contract articles . 

(a) Paragraph (b) (4) of the uniform 
fixed price termination article provides 
that the prime contractor shall assign to 
the Government, in the manner and to 
the extent directed by the contracting 
officer, all the right, title and interest of 
the prime contractor under the subcon¬ 
tracts terminated by reason of their rela¬ 
tionship to the work terminated by the 
termination notice. 

(b) This provision was designed to 
assure the Government’s right to require 
the transfer to it of the property and 
rights under the subcontract acquired by 
the prime contractor from his subcon¬ 
tractors through payments for which the 
prime contractor is reimbursed by the 
Government. Accordingly, paragraph 

(b) (4) is not to be construed as requir¬ 
ing transfer to the Government of other 
rights of the prime contractor against 
the subcontractor (such as set-offs or 
counterclaims) for which no Govern¬ 
ment reimbursement is made to the 
prime contractor. 

(c) In this connection it was recog¬ 
nized in the preparation of the uniform 
article that uniform provisions could 
not be drawn which would provide ade¬ 
quately in all cases for the disposition of 
patent rights involved in prime contracts 
or subcontracts, and the article is not 
intended to forbid the inclusion in con¬ 
tracts of separate provisions covering the 
disposition of such rights on termina¬ 
tion. [JTR 614.1] 

§ 846.614-2 Obligation to assign un¬ 
der other articles . Most current or 
earlier approved termination articles 
contain a similar provision requiring the 
prime contractor, at the direction of the 
contracting officer, to transfer to the 
Government his rights and benefits un¬ 
der terminated subcontracts as a part 
of the termination settlement. (JTR 
614.21 

§ 846.614-3 When assignments to be 
required . Ordinarily the contracting of¬ 
ficer will not require the prime con¬ 
tractor to assign rights under terminated 
subcontracts to the Government unless 
the contracting officer considers that the 
Government will obtain some pecuniary 
or administrative advantage from such 
assignment and specifica lly directs the 
contractor to make it. t JTR 614.3] 

SUBPART B—BASES OF SETTLEMENT OF 
SUBCONTRACTS 

§ 846.620 Scope. This subpart deals 
with the use of the approved fixed-price 
subcontract termination article as a basis 
for settlement, and also discusses the 
basis for settling terminated subcon¬ 
tracts which do not contain this article. 
The general bases for settling both prime 
contracts and subcontracts are discussed 
in Part 845. [JTR 620] 

§ 846.621 Approved subcontract termi¬ 
nation article, (a) The approved sub¬ 
contract termination article is set out in 
§ 849.936. Tiffs article provides fair 
compensation for termination in accord¬ 
ance with the act. The settlement of 
subcontracts will be greatly facilitated 
by the use of this subcontract article in 
first tier or more remote fixed-price sub¬ 


contracts for the manufacture of sup¬ 
plies. When this article is employed, the 
term “recognized commercial accounting 
practices”, as used in the article, will be 
considered as equivalent to the State¬ 
ment of Principles for Determination of 
Costs upon Termination of Government 
Fixed-Price Supply Contracts (§ 845.551). 

(b) Governmental policies applicable 
to the uniform prime contract termina¬ 
tion article will also be recognized as 
applying to the subcontract article. 
These include the policy against reim¬ 
bursing contractors at the contract rate 
on termination for completed undeliv¬ 
ered articles which represent unreason¬ 
able anticipation of production sched¬ 
ules (see §§ 842.252 and 845.541-1), and 
the policy against taking advantage of 
technical defaults when the real reason 
for termination is the termination of a 
prime contract by the Government (see 
§ 842.215). 

(c) For the sake of brevity, the ap¬ 
proved subcontract article omits certain 
provisions of the uniform fixed-price 
termination article for prime contracts. 
Any war contractor may incorporate 
any of these omitted provisions in par¬ 
ticular subcontracts for which they are 
appropriate. 

(d) If the parties so desire, they may 
substitute for the first sentence of para¬ 
graph (a) of the approved subcontract 
article a provision for termination at the 
option of the buyer. Likewise, in para¬ 
graph (b) (2) (ii) of the article, they 
may reduce the figure of 2 per cent or 
may change the figure of 8 per cent to 
figures which are fair and reasonable 
under the circumstances of the particu¬ 
lar subcontract; but the overall limit of 
6 per cent must not be increased. [JTR 
621] 

§ 846.622 Use of approved subcontract 
termination article. [JTR 622] 

§ 846.622-1 Original subcontracts. At 
the time of making any fixed-price sub¬ 
contract for the manufacture of sup¬ 
plies, any prime contractor or subcon¬ 
tractor may insert in it the approved 
subcontract termination article 
(§ 849.936), if it is appropriate. Where 
any subcontract is a requirement or open 
end contract, the article should be made 
to apply only to termination before the 
purchase of any minimum quantity con¬ 
tracted for, or to a termination of a firm 
order issued under the subcontract. 
[JTR 622.1] 

§ 846.622-2 Amendments of subcon¬ 
tracts to insert approved termination 
article. The approved subcontract ter¬ 
mination article (§ 849.936) may be in¬ 
serted by amendment at any time in any 
fixed-price subcontract for the manu¬ 
facture of supplies for which it is ap¬ 
propriate. [JTR 622.2] 

§ 846.623 General procedures for set¬ 
tlement. In settling subcontract claims, 
war contractors will follow the principles 
and policies stated in Part 845 of this 
subchapter. In negotiating settlements 
of termination claims of subcontractors, 
the provisions of Subparts B and C of 
Part 845 apply to fixed-price subcon¬ 
tracts, and the provisions of Subpart F 
of Part 845 apply to cost-plus-a-flxed- 
fee subcontracts. So far as practicable, 


the contracting officer should make cer¬ 
tain that the prime contractor and sub¬ 
contractors are familiar with these prin¬ 
ciples. (JTR 623] 

§ 846.624 Settlement of subcontracts 
without approved article . [JTR 624] 

§ 846.624-1 General rule. Where, at 
the time of settlement, a subcontract 
does not contain the approved article, a 
settlement based upon a reasonable esti¬ 
mate by the parties of the aggregate 
amounts which would be due under sub- 
paragraphs (1), (2) and (3) of para¬ 
graph (b) of the approved subcontract 
article, will be considered fair and rea¬ 
sonable. Likewise, any settlement con¬ 
forming to the principles stated in Sub- 
part C of Part 845 will be considered fair 
and reasonable. I JTR 624.1] 

§ 846.624-2 Special cases, (a) In 
some instances, because of the terms of 
the particular subcontract being settled, 
the Government will be under an obliga¬ 
tion either to make reimbursement for, 
or to assume the defense against, a de¬ 
mand by a subcontractor which is great¬ 
er in ynount than would be recognized 
by the principles stated in § 846.624-1. 

(b) On the submission to the contract¬ 
ing officer for his approval of a settle¬ 
ment which provides for the payment of 
such an amount, the contracting officer 
will decide whether the settlement should 
be approved or ratified, or whether the 
Government should protect the prime 
contractor or intermediate subcontractor 
from the asserted liability. In general, 
the contracting officer should recognize 
the settlement where the terms of the 
subcontract were negotiated in good 
faith and do not unreasonably increase 
the rights of the subcontractor. [JTR 
624.21 

§ 846.625 Settlement of subcontract 
claims without agreement. LJTR 6251 

§ 846.625-1 Recognition of judgments 
of subcontractors against war contrac¬ 
tors. (a) Where a subcontractor ob¬ 
tains a final judgment against a war con¬ 
tractor on a termination claim, the con¬ 
tracting officer should treat the amount 
of the judgment as the cost of settling 
the claim of the subcontractor, to the 
extent he aeems it properly allocable to 
the prime contract, if: 

(1) The subcontract does not contain 
unusual termination provisions unrea¬ 
sonably increasing the common law 
rights of the subcontractor, and 

(2) The war contractor made reason¬ 
able efforts to settle with the subcontrac¬ 
tor, and 

(3) The war contractor gave prompt 
notice of the suit to the contracting offi¬ 
cer and offered the Government control 
of its defense; and diligently defended 
the suit, or assisted the Government tc 
defend it. 

(b) The uniform cost-plus-a-fixed-fee 
prime contract termination article con¬ 
tains specific provisions to substantially 
the same effect (paragraph (d) (2) (B>). 

(c) Where the foregoing conditions 
are not met, the contracting officei 
should allow the war contractor such 
part of the judgment as he considers a 
fair amount for settling the termina¬ 
tion claim under the subcontract. [JTR 
625.1] 
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§ 846.625-2 Recognition of arbitra¬ 
tion awards. Where a war contractor 
and his subcontractor submit a termina¬ 
tion claim to arbitration under general 
law, the contracting officer will recognize 
the amount of the award as the cost of 
settling the claim of the subcontractor, 
to the extent he deems it properly allo¬ 
cable to the prime contract, under the 
same conditions applicable to a judgment 
under § 846.625-1. [JTR 625.2] 

§ 846.625-3 Decision by appeal board. 

(a) Section 13 (f) of the act authorizes 
any war contractor and his subcontrac¬ 
tor, by agreement, to submit any dispute 
between them, regarding any termina¬ 
tion claim, to the Appeal Board estab¬ 
lished under the act. 

(b) The procedure for submitting such 
disputes is set forth in Regulation No. 
15 of the Office of Contract Settlement. 

(c) Under the act, any decision of the 
Appeal Board in such proceedings is final 
and conclusive as to the parties submit¬ 
ting the dispute and may- not be ques¬ 
tioned by the Government in settling any 
related claim, in the absence of fraud 
or collusion. [JTR 625.3] 

§ 846.626 Termination inventory of 
subcontractor. All termination inven¬ 
tory of a subcontractor must be account¬ 
ed for in accordance with § 844.446. 

I JTR 626] 

SUBPART C—REVIEW OF SUBCONTRACT SET¬ 
TLEMENT PROPOSALS BY WAR CONTRACTORS 

§ 846.630 Scope. This subpart deals 
with the duty of a war contractor, in set¬ 
tling with his immediate subcontractors, 
to review their settlement proposals. 
[JTR 630] 

§ 846.631 Responsibility of subcon¬ 
tractors presenting claims. In submit¬ 
ting his settlement proposal to the war 
contractor liable to him, a subcontractor 
is under a duty to prepare his proposal 
accurately in accordance with the terms 
of the subcontract. Each war contrac¬ 
tor should advise his immediate subcon¬ 
tractors that the proposals submitted by 
them may be examined by Government 
accountants and that the materials cov¬ 
ered by the subcontracts may be in¬ 
spected by Government inspectors. This 
puts the subcontractor on notice that 
his claim will be used by the war con¬ 
tractor in compiling Ills own settlement 
proposal for submission, directly or indi¬ 
rectly, to the Government. [JTR 631] 

§846.632 Duty of war contractor to 
review settlement proposals of subcon¬ 
tractors. (a) Each war contractor is 
primarily responsible for reviewing or 
examining in an appropriate manner all 
settlement proposals submitted to him 
by his immediate subcontractors. In 
making such review or examination, the 
war contractor should exercise the same 
standard of care that a business man 
would employ in the conduct of his own 
affairs. 

(b) The contractor is required to ex¬ 
amine the claims of his subcontractors 
(except the claims against them by their 
Bubcontractors) to an extent he consid¬ 
ers adequate under the circumstances. 
In submitting his own claim, he must 
certify that he has so examined such 
No. 92-9 


claims, and that the settlements of his 
subcontractors’ own charges are fair and 
reasonable, are allocable to the termi¬ 
nated portion of his contract, were ne¬ 
gotiated in good faith, and are not more 
favorable to the subcontractors than he 
would make if reimbursement by the 
Government were not involved. 

(c) The contractor must, also certify 
that he has received from all his imme¬ 
diate subcontractors certificates with re¬ 
spect to their claims and that they are 
substantially in the form of his own 
certificate where the claims are for more 
than $1,000. With respect to the settle¬ 
ments with more remote subcontractors, 
the contractor must certify that he has 
no knowledge leading him to doubt their 
reasonableness or their allocability to his 
contract. (JTR 632] 

§ 846.633 Methods of review by con¬ 
tractors. [JTR 633] 

§ 846.633-1 Office review, (a) As a 
minimum, each war contractor will have 
qualified personnel make an office re¬ 
view of each settlement proposal sub¬ 
mitted by his immediate subcontractors. 
This review may be made by accounting, 
engineering, legal or other qualified per¬ 
sonnel, and should include an accounting 
review where the net amount of the pro¬ 
posed settlement, after deducting all dis¬ 
posal credits, is $1,000 or more. 

(b) The reviewing personnel will pre¬ 
pare a memorandum of each office re¬ 
view and upon request by the contracting 
officer will make a copy thereof available 
to Government personnel. [JTR 633.1] 

§ 846.633-2 Responsibility for exami¬ 
nation beyond office review. Each war 
contractor should determine, in the first 
instance, to what extent he should exam- . 
ine any settlement proposal submitted by 
any of his immediate subcontractors, be¬ 
yond the office review. In making this 
decision, he should consider: 

(ajL The amount and complexity of the 
proposed settlement, 

(b) The report of the office review, 

<c) Available reports of independent 
public accountants, and 

(d) Any Information available from 
personnel familiar with the operations 
under the subcontract. [JTR 633.2] 

§ 846.633-3 Types of examination be¬ 
yond office review. Where the war con¬ 
tractor determines that the subcontract 
claim should be further examined after 
the office review, he may take the follow¬ 
ing types of action, among others: 

(a) The subcontractor may be re¬ 
quested to submit additional data or ex¬ 
planations in writing. 

(b) The war contractor may have his 
reviewing personnel visit the subcon¬ 
tractor’s plant to discuss his claim, with 
such examination of his records as may 
be appropriate. 

(c) An examination may be made by 
qualified accounting personnel in ac¬ 
cordance with the procedures outlined in 
the Termination Accounting Manual. 
[JTR 633.31 

§ 846.634 Reports of reviews. The war 
contractor settling the claim will retain 
in his files a copy of any report by re¬ 
viewing personnel covering any office re¬ 
view or other examination, together with 


a copy of the subcontractor’s settlement 
proposal. He will make these records 
available to the Government for any sub¬ 
sequent review requested by the con¬ 
tracting officer, or ot her authorized Gov¬ 
ernment personnel [JTR 634] 

SUBPART D—REVIEW OF SUBCONTRACT SET¬ 
TLEMENTS BY GOVERNMENT PERSONNEL 

§ 846.640 Scope. This subpart dis¬ 
cusses the obligation of prime contrac¬ 
tors and intermediate subcontractors to 
submit settlements with their subcon¬ 
tractors to Government personnel for re¬ 
view and approval. [JTR 640] 

§ 846.641 Provisions for approval. 
[JTR 641] 

§ 846.641-1 Statutory provisions . 
Section 7 (a) of the act directs the con¬ 
tracting agencies to limit or omit their 
review of settlements with subcontrac¬ 
tors to the maximum extent compatible 
with the public interest. It also confers 
on the agencies broad authority to ap¬ 
prove, ratify and authorize such settle¬ 
ments, to vary the scope and intensity 
of any review of them, and to authorize 
war contractors to make such settlements 
without review when the agency con¬ 
siders such action proper. [JTR 641.1] 

§ 846.641-2 Prime contract provisions . 
Under the uniform fixed-price supply 
article, and certain other articles, the 
prime contractor must settle termination 
claims of subcontractors and must ob¬ 
tain approval or ratification of the con¬ 
tracting officer if he so requires. Other 
termination articles do not expressly re¬ 
quire subcontract settlements to be 
approved by the contracting officer in a 
negotiated settlement. Nevertheless, be¬ 
cause such articles provide that the 
prime contractor will be reimbursed for 
such of his costs as are “reasonably 
necessary”, many prime contractors de¬ 
sire approval by contracting officers be¬ 
fore making subcontract settlements. In 
addition, such articles generally require 
approval by the contracting officer of 
such settlements as a condition of reim¬ 
bursing the prime contractor in a settle¬ 
ment by formula. [JTR 641.2] 

5 846.642 Authority of war contractors 
to make final subcontract settlements of 
$10,000 or less without approval. [JTR 
642] 

§ 846.642-1 Policy. (a) Under sec¬ 

tion 7 (a) of the act, contracting agencies 
are directed to authorize war contractors 
to make settlements with subcontractors 
without review by the contracting agency 
w’henever the reliability of the war con¬ 
tractor, the amount or nature of the 
claims, or other reasons, appear to the 
agency to justify such action. 

(b) In order to expedite settlements, 
the authority under the following para¬ 
graphs will be used to the maximum ex¬ 
tent practicable. [JTR 642.1] 

§ 846.642-2 Granting of authority. 
(a) Whenever the chief of a service 
or bureau is satisfied that a w f ar con¬ 
tractor will make adequate reviews of 
subcontractors' termination claims and 
proposals for retention or sale of termi¬ 
nation inventory, he will authorize the 
contractor to make final settlements of 
his terminated subcontracts in accord- 








5234 


FEDERAL REGISTER, Wednesday , May 9, 1945 


ance with this § 846.642. The authoriza¬ 
tion will follow substantially the form set 
forth in § 849.987-1. 

<b> In granting an authorization here¬ 
under, the chief of any service or bureau 
will ascertain from the war contractor 
whether he requires authorizations from 
other services or bureaus, and will notify 
such other services or bureaus by direct 
communication (1) that his service or 
bureau has granted an authorization 
and (2) that the contractor reported a 
need for an additional authorization. 

(c) Any service or bureau may grant 
an authorization hereunder in reliance 
upon the determination made by the first 
service or bureau and without making 
any independent check as to the ade¬ 
quacy of the contractor’s review pro¬ 
cedures. tJTR 642.2] 

§ 846.642-3 Extent of authority. (a) 
In the absence of unusual circumstances, 
the service or bureau should authorize 
the war contractor to settle any fixed- 
price subcontract terminated by him as a 
result of the termination or modification 
of a prime contract with the service or 
bureau, or under any other circum¬ 
stances which require the service or 
bureau to bear the cost of settling the 
terminated subcontract. 

(b) Under the authorization, the war 
contractor may settle finally any sub¬ 
contract claim whenever: 

(1) The settlement involves not more 
than $10,000, after deducting (from the 
gross claim) amounts payable for com¬ 
pleted articles or work at the contract 
price and settlements with lower tier sub¬ 
contractors previously authorized under 
§ 846.642 or § 846.643 or approved by the 
contracting officer, but without deduct¬ 
ing other subcontract claims or disposal 
credits; and 

(2) All the termination inventory un¬ 
der the subcontract, the cost of which is 
included in the claim of the subcon¬ 
tractor, is retained by the subcontractor 
or is sold by the war contractor or the 
subcontractor at the best price obtain¬ 
able (see § 844.432-3) and the value or 
proceeds credited on the settlement, or 
is transferred to the Government with 
the consent of the contracting officer or 
his representative; and 

(3) The settlement bears a certificate 
substantially as set forth in the form of 
authorization (§ 849.987-1). 

(c) The contracting officer should not 
consent to the transfer of termination 
inventory to the Government unless it 
cannot be sold at an acceptable price 
within the period specified in § 844.413. 
In determining what is an acceptable 
price, he should fully consider the ship¬ 
ping and handling difficulties in deliver¬ 
ing small amounts of property to the 
Government. 

(d) Where the war contractor is af¬ 
filiated with any subcontractor, he 
should not settle any claim of that sub¬ 
contractor under the authorization. For 
this purpose, a contractor is considered 
to be affiliated with a subcontractor if 
they are under common control or if 
there is any common interest between 
them, by reason of stock ownership or 
otherwise, which is sufficient to create a 
reasonable doubt that the bargaining 
between them is completely at arm's 


length. The decision of the war con¬ 
tractor as to this question may be ac¬ 
cepted by contracting officers of the Gov¬ 
ernment in the absence of information 
to the contrary. 

(e) The authority which may be dele¬ 
gated to war contractors under §§ 846.642 
to 846.642-7, inclusive, to approve reten¬ 
tions or sales by a subcontractor of ter¬ 
mination inventory does not include (1) 
the authority to approve retentions or 
sales of completed articles not delivered 
under the contract or of material treated 
as termination inventory in accordance 
with § 844.400-2, unless the cost of such 
articles and such material to be retained 
or sold and the amount of the subcon¬ 
tractor’s termination claim, computed 
according to § 841.122, total less than 
$10,000; or (2) the authority to approve 
abandonment or discarding of worthless 
property without the approval of the 
contracting officer (in the case of the 
Navy, the local NMR&DA officer) or dis¬ 
posal board, required by § 844.453-3. 

(f) All authorizations granted under 
§ 846.642. substantially in the form pre¬ 
scribed by § 849.987-1 on November 1, 

1944, shall be deemed to have been 
amended to conform to the revised form 
prescribed by § 849.987-1 on April 20, 

1945, without further action by any serv¬ 
ice or bureau or war contractor. How¬ 
ever, war contractors holding authoriza¬ 
tions in the form prescribed on November 
1, 1944, may, upon request, obtain from 
contracting officers revised, written au¬ 
thorizations in the form prescribed on 
April 20, 1945. [JTR 642.3] 

/§ 846.642-4 Consolidation of claims. 
Any number of separate settlements of 
$10,000 or less may be made with a single 
subcontractor. Claims which would nor¬ 
mally be included in a single settlement 
proposal, such as a series of separate or¬ 
ders for the same item under one war 
contract, should be consolidated wher¬ 
ever possible, and must not be divided in 
such a way as to bring them within the 
authorization provided for in §§ 846.642 
to 846.642-7, inclusive. L JTR 642.4 ] 

§ 846.642-5 Recognition of authorized 
settlements . Where a war contractor 
settles in good faith with a subcontractor 
in accordance with an authorization 
hereunder, the Government will recog¬ 
nize the settlement, including credits for 
retention or disposal of termination in¬ 
ventory, as final and conclusive for the 
purpose of settling the terminated prime 
contract or adjusting the continuing 
prime contract (whether modified or 
not) to which the subcontract is allo¬ 
cable. Higher tier contractors shall also 
rely on such settlements. Such settle¬ 
ments are not subject to review’ under 
§ 846.644 or § 845.582. [JTR 642.5] 

§ 846.642-6 Selective review, (a) The 
chief of each service or bureau which 
grants an authorization hereunder is re¬ 
sponsible for making a selective review of 
settlements to determine whether the 
war contractor is making adequate re¬ 
views and fair settlements and whether 
his authortiy to settle without approval 
should remain in effect. To avoid dupli¬ 
cation of effort he may designate a sin¬ 
gle contracting officer or other official or 


office to make the selective review for 
the entire service or bureau. 

(b) All contracting officers and Gov¬ 
ernment personnel engaged in negotiat¬ 
ing settlements with a war contractor 
holding an authorization should report 
to the appropriate authority of the serv¬ 
ice or bureau any irregularities or other 
information coming to their attention 
regarding the adequacy of the contrac¬ 
tor's review procedures. [JTR 642.6J 

§ 846.642-7 Revocation of authority. 
The chief of a service or bureau may 
revoke any authorization granted by him 
at any time by written notice to the war 
contractor and should do so promptly 
whenever he determines that the con¬ 
tractor's review procedures are not ade¬ 
quate or that improper settlements are 
being made. The revocation of an au¬ 
thorization shall take effect only from 
the date of receipt of written notice by 
the war contractor. - The chief of the 
service or bureau will report each such 
revocation to the Readjustment Division, 
ASF, or the Industrial Readjustment 
Branch, OP&M, in accordance with 
§ 848.898-1. [JTR 642.7J 

§ 846.643 Authority of war contrac¬ 
tors to make filial subcontract settle¬ 
ments under $1,000 without approval. 
[JTR 643] 

§ 846.643-1 Authority. Where a war 
contractor in good faith approves a set¬ 
tlement proposal properly submitted to 
him on Form la by his immediate sub¬ 
contractor, the Government will recog¬ 
nize the settlement, including credits 
for retention or disposal of inventory, 
as final and conclusive for the purpose of 
settling the terminated prime contract 
or adjusting the continuing prime con¬ 
tract (whether modified or not) to which 
the subcontract is allocable, unless this 
authority has been revoked under § 846.- 
643-2. [JTR 643.1] 

§ 846.643-2 Revocation. Whenever, 
by selective checks or from other infor¬ 
mation, the chief of any service or bureau 
determines that the .settlements by any 
war contractor under § 846.643-1 do not 
adequately protect the interests of the 
Government, he may revoke such au¬ 
thority of the war contractor to settle 
subcontracts under the jurisdiction of 
his service or bureau by so notifying the 
war contractor in writing. Such settle¬ 
ments made by the war contractor after 
delivery of such notice will be subject to 
review by the Government. The chief 
of the service or bureau will report each 
such revocation to the Readjustment 
Division, ASF, or the Industrial Read¬ 
justment Branch, OP&M, in accordance 
with § 848.898-1. [JTR 643.2] 

§ 846.644. When subcontract settle¬ 
ments to be reviewed and approved. 
[JTR 644] 

§ 846.644-1 Mandatory review. The 
contracting officer settling a terminated 
prime contract will require the prime 
contractor to submit to him for approval 
or ratification: 

(a) Each settlement with a subcon¬ 
tractor in any tier which involves $10,000 
or more (computed in accordance with 
§ 841.122), and 
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(b) Such other settlements with sub¬ 
contractors in any tier as the contracting 
officer may select in accordance with 
8 846.644-2. [JTR 644.1] 

§ 846.644-2 Selection of subcontract 
settlements for review and approval . 

(a) The contracting officer may require 
the submission to him. for approval or 
ratification, of any settlement with any 
subcontractor in any tier unless made 
under the authority of §§ 846.642 or 
846.643. Ordinarily, however, the con¬ 
tracting officer will be able to review and 
approve subcontract settlements involv¬ 
ing less than $10,000 (computed in ac¬ 
cordance with § 841.122) only in selected 
cases. In this connection the contract¬ 
ing officer will be guided: 

• 1) By the necessity for obtaining 
speedy and final settlement as well as the 
protection of the interests of the Govern¬ 
ment, and 

(2) By the policy of the War and Navy 
Departments to rely to a high degree on 
the investigation made by the reviewing 
contractor of the basis for the settlement. 

(b) Prom time to time, the contract¬ 
ing officer should require the submis¬ 
sion to him, for his approval or ratifi¬ 
cation, of selected subcontract settle¬ 
ments in addition to those required to 
be submitted under § 846.644-1 (a). The 
contracting officer should make such 
selections in such manner as: 

(1) To satisfy himself, by reviewing a 
reasonable number of their settlements, 
that the general procedures and per¬ 
sonnel employed by any war contractor 
negotiating settlements in relatively 
large amounts are adequate to protect 
the interest of the Government, and 

(2) To insure the exercise of good 
faith and reasonable care by other war 
contractors through the selective check 
of the methods and procedures of some 
of them. In selecting settlements made 
by such other war contractors for sub¬ 
mission, the contracting officer should 
consider whether their methods and pro¬ 
cedures have been otherwise reviewed 
and any other relevant information 
readily available to him. 

(c) Settlements so selected will be re¬ 
viewed in accordance with standards pre¬ 
scribed in § 846.646. tJTR 644.21 

§ 646.644-3 Optional submission for 
approval. The prime contractor may 
submit any settlement with a subcon¬ 
tractor in any tier to the contracting 
officer for his approval or ratification. 
[JTR 644.31 

§ 846.644-4 Selection and approval of 
subcontract settlements by Navy mate¬ 
rial inspector . (a) The Navy material 

inspector cognizant of the prime con¬ 
tractor is authorized, as the representa¬ 
tive of the contracting officer, to approve 
or ratify all subcontract settlements 
which do not exceed $25,000 (computed 
in accordance with § 841.122), unless the 
contracting officer specifically limits or 
withdraws such authority in a particular 
case as provided in § 842.253-3. When 
a subcontract settlement exceeds $25,- 
000, the inspector will forward it to the 
contracting officer for his approval, and 
for submission to a review board in ac¬ 
cordance with g§ 845.582 to 845.582-3, 
inclusive. 


(b) The Navy material inspector cog¬ 
nizant of the prime contractor is re¬ 
sponsible for selecting settlements for 
review and approval in accordance with 
§ 846.644-2. The contracting officer will 
not himself make such selection unless 
extraordinary circumstances make this 
advisable. [JTR 644.4] 

§ 846.645 Method of submitting sub¬ 
contract settlement for approval. [JTR 
6451 

8 846.645-1 General procedure, (a) 
The prime contractor should submit sub¬ 
tract settlements requiring approval to 
the contracting officer for approval or 
ratification from time to time as 
promptly as possible. In doing so, he 
should either: 

(1) Include the amount of the settle¬ 
ment in a partial or final settlement 
proposal on the appropriate standard 
proposal form, or 

(2) Submit the subcontract settlement 
separately, accompanied by certificates 
of the war contractor settling the claim, 
intervening war contractors, and the 
prime contractor, in the forms prescribed 
by the standard proposal forms. 

(b) In either case, the subcontract 
settlement should be accompanied by the 
settlement proposal on which it is based. 
[JTR 645.1] 

§ 846.645-2 Navy procedure for sub¬ 
mitting subcontract settlement proposals 
and settlements, (a) When his settle¬ 
ment proposal is less than $10,000, com¬ 
puted in accordance with § 841.122, a 
subcontractor under a terminated Navy 
prime contract shall submit the proposal 
directly to the next higher tier war con¬ 
tractor. 

(b) In all other cases, he shall submit 
his settlement proposal to the next higher 
tier war contractor via the Navy mate¬ 
rial inspector cognizant of the particular 
subcontractor and may also forward ad¬ 
ditional copies directly if he desires. 

(c) Where the settlement proposal is 
submitted via the cognizant Navy mate¬ 
rial inspector, the inspector should re¬ 
view it in the manner provided in § 847.- 
721-4 and promptly forward it with his 
comments to the Navy material inspec¬ 
tor cognizant of the next higher tier war 
contractor, for submission to such war 
contractor for negotiation of a settle¬ 
ment. 

(d) In submitting any subcontract set¬ 
tlement under a Navy prime contract in 
accordance with § 846.645-1, the higher 
tier war contractor shall attach a copy 
of the comments on the subcontractor’s 
settlement proposal by the Navy mate¬ 
rial inspector cognizant of the subcon¬ 
tractor, if the proposal was submitted via 
such inspector. A subcontractor for¬ 
warding a subcontract settlement for ap¬ 
proval or ratification, may forward it 
with his certificate directly to the next 
higher tier war contractor and need not 
transmit it via his cognizant Navy ma¬ 
terial inspector. 

(e) The prime contractor will submit 
to his cognizant Navy material inspector 
all subcontract settlements which are 
required, or which he desires, to be ap¬ 
proved or ratified, unless the contracting 
officer specifically directs otherwise in a 
particular case. [JTR 645.2] 


§ 846.646 Standards for approval of 
subcontract settlements . (a) When a 

subcontract settlement is submitted to 
him for approval or ratification, the 
contracting officer should satisfy him¬ 
self: 

(1) That the settlement was arrived 
at in good faith and is not unreasonable 
in amount, and 

(2) That the allocation to the prime 
contract of the charges included in the 
settlement is based on reasonable 
grounds. 

(b) In determining whether to ap¬ 
prove or ratify it. the contracting officer 
may examine the individual settlement. 
However, whenever the contracting of¬ 
ficer is satisfied that the proposed settle¬ 
ment has received an adequate review, 
he will be warranted in approving or 
ratifying the settlement on the basis of 
the certificates of the prime contractor 
and intermediate subcontractors in ac¬ 
cordance with § 846.645. The contract¬ 
ing officer may satisfy himself that the 
general prooedures of any war contractor 
are adequate either by checking other 
settlements made by the war contractor 
or in any other appropriate manner. 
[JTR 646) 

§ 846.647 Subcontract settlements not 
submitted for approval. The contract¬ 
ing officer may make a final settlement 
with the prime contractor without exam¬ 
ining individual settlements with sub¬ 
contractors other than those required to 
be submitted or voluntarily submitted 
for approval or ratification under 
§ 846.644 unless special circumstances 
indicate the need for such examination. 
Any subcontract settlement shall be¬ 
come final and not subject to examina¬ 
tion except as stated in § 846.648. if the 
settlement itself, or another settlement 
in which it is included, has been approved 
or ratified. (JTR 647] 

§ 846.648 Finality of subcontract set¬ 
tlement . [JTR 648] 

§ 846.648-1 Statutory provisions . 
Pursuant to section 7 (a) of the act, any 
settlement between a war contractor and 
his subcontractor which is authorized, 
approved or ratified by the contracting 
agency is final and conclusive as to the 
amount due except (a) to the extent 
otherwise agreed in the settlement; (b) 
for fraud; (c) upon renegotiation under 
the Renegotiation Act; or (d) by mutual 
agreement before or after payment. The 
act provides that no war contractor shall 
be liable to the United States on account 
of any amounts paid on such settlements, 
except for his own fraud. I JTR 648.1] 

§ 846.648-2 Amendment of subcon¬ 
tract settlement, (a) Where a subcon¬ 
tract settlement has become final and 
conclusive on the Government for the 
purpose of settling the terminated prime 
contract or adjusting the continuing 
prime contract (whether modified or not) 
to which the subcontract is allocable, 
the contracting officer, except as pro¬ 
vided in paragraph (b) below, will 
recognize as final and conclusive any 
amendment of such subcontract settle¬ 
ment, where: 

(1) The amendment will result in 
benefit to the Government; or 






5236 


FEDERAL REGISTER, Wednesday , May 9 , 1945 


(2) The Government’s interests will 
not be affected by the amendment; or 

(3) The amendment is expressly pro¬ 
vided for in the subcontract settlement; 
or 

<4> There has been a mistake, as de¬ 
fined in § 847.748-1 (b) (3). between the 
parties to the subcontract settlement; or 

(5) Written approval is obtained (in 
the case of the War Department) from 
the head of the local procurement dis¬ 
trict, depot or other office, or (in the 
case of the Navy Department) from the 
chief of the bureau settling the related 
prime contract, upon his determination 
that the amendment will promote the 
purposes of the act. 

(b> Where the amendment is made 
pursuant to subparagraph (4) or (5) of 
paragraph (a) above, the subcontract 
settlement, as amended, will be subject 
to approval by the contracting officer 
and review by a settlement review board 
to approval by the contracting officer 
tract settlement by §§ 846.644 and 845.- 
582. 

(c) Amendment of a subcontract set¬ 
tlement after final settlement of the re¬ 
lated prime contract will be made only 
in accordance with the procedures set 
forth in § 847.748 relating to amendment 
of prime contracts. [JTR 648.2] 

SUBPART E—PROTECTION OF SUBCONTRACTORS 

§ 846.650 Scope. This subpart deals 
with special procedures for protecting 
subcontractors where the prime contrac¬ 
tor is unable to meet his obligations. 
IJTR 6501 

§ 846.651 Supervision of payments to 
prime contractor for subcontractors. 
[JTR 6511 

§ 846.651-1 Statutory provisions. 
Section 7 (b) of the act provides: 

(b) Whenever any contracting agency is 
satisfied of the inability of a war contractor 
to meet fcis obligations, it shall exercise 
supervision or control over payments to the 
war contractor on account of termination 
claims of subcontractors of such war con¬ 
tractor to such extent and In such manner 
as it deems necessary or desirable for the 
purpose of assuring the receipt of the benefit 
of such payments by the subcontractors. 

[JTR 651.11 

§ 846.651-2 When duty to supervise 
arises, (a) The contracting officer shall 
be under no duty to make an independ¬ 
ent investigation of the financial condi¬ 
tion of a war contractor, until one or 
more of his subcontractors complains 
about his financial condition. If such 
complaint is made to him, the contract¬ 
ing officer shall take reasonable steps to 
investigate the complaint. 

(b) In determining whether a war 
contractor is unable to meet his obliga¬ 
tions, the contracting officer is required 
to act only on the basis of substantial 
evidence indicating that the contractor 
is insolvent or bankrupt or is involved 
in pending proceedings in insolvency, 
bankruptcy, receivership or corporate 
reorganization, or is in imminent danger 
cf such proceedings. [JTR 651.2] 

§ 846.651-3 Methods of supervision. 
Whenever the contracting officer is satis¬ 
fied that a prime contractor, or a sub¬ 
contractor with whom a direct settle¬ 


ment is made, Is unable to meet his obli¬ 
gations. he shall either: 

(a) Follow substantially the procedure 
outlined in § 843.367 in making payments 
to the war contractor on account of ter¬ 
mination claims of subcontractors, or 

(b) Request authority under § 846.667 
to make such' payments directly to the 
subcontractors entitled thereto, or 

(c) Request authority to settle directly 
with them in accordance with § 846.662, 
or 

(d) Take other appropriate action 
consistent with this regulation, to assure 
that the subcontractors receive the bene¬ 
fit of payments on account of their 
claims (see § 846.668). 

In his discretion, the contracting officer 
may take action under this section in 
other cases where he deems it necessary 
or desirable for the protection of sub¬ 
contractors. [JTR 651.31 

§ 846.652 Supplemental payments to 
subcontractors . [JTR 652] 

§ 846.652-1 Statutory provision. Sec¬ 
tion 7 (f) of the act provides: 

(f) If any contracting agency determines 
that In the circumstances of a particular case 
equity and good conscience require fair com¬ 
pensation for the termination of a war con¬ 
tract to be paid to a subcontractor who has 
been deprived of and cannot otherwise rea¬ 
sonably secure such fair compensation, the 
contracting agency concerned may pay such 
compensation to him although such com¬ 
pensation already has been Included and paid 
as a part of a settlement with another war 
contractor. 

[JTR 652.1] 

§ 846.652-2 Scope of statutory provi¬ 
sion. The payment that may be made 
under this provision is limited to fair 
compensation for the termination of a 
war contract; it does not include any 
other claim that may arise under the 
terminated contract. [JTR 852.2] 

§ 846.652-3 Request for authority to 
make supplemental payments. When¬ 
ever the chief of a service or bureau con¬ 
siders that a subcontractor is entitled to 
receive a payment of fair compensation 
under the provisions of this section of the 
act, he shall forward to the Readjust¬ 
ment Division. ASF. or the Industrial 
Readjustment Branch, OP&M, a report 
stating the essential facts of the case 
and the reasons for requesting the ap¬ 
proval of such a payment. No such pay¬ 
ment shall be made without such ap¬ 
proval. I JTR 652.3] 

SUBPART F—DIRECT SETTLEMENT OF SUBCON¬ 
TRACTS BY GOVERNMENT 

§ 846.660 Scope. This subpart dis¬ 
cusses the statutory and contract provi¬ 
sions for direct settlement by the Gov¬ 
ernment with subcontractors, and pro¬ 
cedures thereunder. It also takes up 
procedures for direct payment to sub¬ 
contractors under certain conditions. 
[JTR 660] 

§ 846.661 Authority to settle sub¬ 
contract claims directly under contract 
provisions therefor . Where the Govern¬ 
ment by a termination article or other 
contract provision or by a settlement 
agreement has agreed to assume the ob¬ 
ligations of a war contractor to any sub¬ 
contractor, the contracting officer may 


settle the termination claim of the sub¬ 
contractor directly, in accordance with 
the contract provision. [JTR 661] 

§ 846.662 Authority to settle subcon¬ 
tract claims directly where no contract 
provisions therefor. [JTR 662] 

§ 846.662-1 Statutory provisions. 
Section 7 (d) of the act authorizes the 
War and Navy Departments to settle di¬ 
rectly termination claims of subcontrac¬ 
tors to the extent that such action is 
deemed necessary or desirable for the ex¬ 
peditious and equitable settlement of 
such claims; and prescribes certain pro¬ 
cedures to be taken for this purpose. 
[JTR 662.1] 

§ 846.662-2 When authorized. With 
the written approval (in the case of the 
War Department) of the head of the 
local procurement district, depot, or 
other office, or (in the case of the Navy 
Department) of the chief of the bureau 
settling the related prime contract, the 
contracting officer may settle directly 
the termination claim of any subcon¬ 
tractor in accordance with section 7 (d) 
of the act in any case in which such 
action is deemed necessary or desirable 
for the expeditious and equitable settle¬ 
ment of such claim. In granting ap¬ 
proval for such direct settlement, the 
head of such procurement office or chief 
of such bureau, acting personally or 
through a representative designated for 
the purpose, shall fix a maximum for the 
amount of such direct settlement so that 
the total payments under the terminated 
prime contract shall not exceed any 
maximum limit set for payments under 
the applicable termination article or 
under this subchapter. [JTR 662.3] 

§ 846.662-3 Limitation on authority. 
The authority under this § 846.662 shall 
not be used to settle any portion of a 
claim other than the claim or demand 
for fair compensation for the termina¬ 
tion of the subcontract, unless: 

(1) Consent to the direct settlement 
of any other portion of the claim is se¬ 
cured from the prime contractor and any 
intermediate subcontractors, and, if any 
such contractor has assigned the sums 
payable under his contract, from the as¬ 
signee; or 

(2) Authority to include any other 
portion of the termination claim in the 
direct settlement has been granted by 
the Readjustment Division, ASF, or the 
Industrial Readjustment Branch, OP&M. 
[JTR 662.3] 

§ 846.662-4 Use of authority, (a) 
The person approving the making of any 
such direct settlement and the contract¬ 
ing officer making it should satisfy them¬ 
selves that the subcontract termination 
claim is allocable to the terminated por¬ 
tion of the prime contract and should 
also consider (1) possible rights of set¬ 
off or counterclaim against the subcon¬ 
tractor which may be possessed by the 
war contractor liable to him, and (2) any 
assignments that may have been made 
under the subcontract of the amount 
payable to the subcontractor. 

(b) The authority under § 846.662 Is 
not intended to encourage widespread 
use of direct settlements with subcon¬ 
tractors as a general program. War con¬ 
tractors are obligated to settle the ter- 
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mination claims of their subcontractors, 
as stated in § 846.612. This authority is 
intended rather to facilitate expeditious 
and equitable settlements of subcontract 
claims where that cannot be accom¬ 
plished by settlement by the war con¬ 
tractor. fJTR 662.4] 

§ 846.663 Procedures in making direct 
settlement with subcontractors. [JTR 
663] 

§ 846.663-1 General. In general, in 
any case where direct settlement with 
subcontractors is undertaken under 
§ 846.661 or § 846.662, the settlement 
procedures specified for settlements with 
prime contractors shall be followed to 
the extent applicable. Therefore, in the 
case of the final settlement agreement 
for use after complete termination, 
(§ 849.988-4) all claims, rights and ob¬ 
ligations of either party (other than 
those expressly excepted and reserved) 
arising under the terminated war con¬ 
tract should be discharged and re¬ 
leased by the agreement, unless under 
§ 846.662-3 the settlement is limited to 
fair compensation for the termination of 
the subcontract. [JTR 663.1 ] 

§ 846.663-2 Acceptance of response 
bility for direct settlement . (a) Before 
undertaking to settle directly the ter¬ 
mination claim of a subcontractor, the 
contracting officer shall send a written 
notice to the subcontractor in substan¬ 
tially the form set forth in § 849.988-2. 
Upon execution by the subcontractor of 
the consent provision of such notice, the 
Government shall become liable for the 
settlement of his claim upon the condi¬ 
tions specified in such notice. 

(b) The contracting officer shall also 
send written notice of the assumption of 
responsibility to the war contractor lia¬ 
ble to the subcontractor on account of 
the termination of the subcontract which 
the Government is undertaking to settle. 
The form of such notice is set forth in 
§ 849.988-3. [JTR 663.2] 

§ 846.663-3 Release or assignment of 
claim. (a) In consenting to the direct 

settlement of his claim by the Govern¬ 
ment, the contractor agrees that upon 
final settlement he will either assign his 
termination claim to the Government or 
will release his purchaser from liability 
thereon. The form of final settlement 
agreement for such cases (see § 849.- 
988-4) contains alternative clauses to 
cover these two procedures. At the time 
of final settlement, the contracting officer 
will decide in each case which alternative 
to adopt. He should secure an assign¬ 
ment of the subcontractor’s claim when¬ 
ever the Government has any interest or 
potential interest which might be pro¬ 
tected thereby. 

(b) When the assignment of a claim 
is received from a subcontractor under a 
War Department prime contract, the 
contracting officer will forward the as¬ 
signment directly to the Judge Advocate 
General, Attention: Chief. Litigation Di¬ 
vision, Washington, D. C.; and he will 
forward a report of the action taken 
through channels to the Readjustment 
Division, ASP. In the Navy Department, 
the assignment will be forwarded direct¬ 
ly to the Chief, Bureau of Supplies and 


Accounts, Washington, D. C.; and a re¬ 
port of the action taken will be forwarded 
directly to the Industrial Readjustment 
Branch, OP&M. [JTR 663.3 J 

§ 846.663-4 Payment under direct set* 
tlement. Where the Government settles 
directly with any subcontractor under 
§ 846.661 or § 846.662, payment on the 
settlement will be made in the same 
manner as under a prime contract set¬ 
tlement. [JTR 663.4J 

§ 846.667 Authority to make direct 
payments to subcontractors . I JTR 667] 

§ 846.667-1 Distinction between set¬ 
tlement and payment, (a) The pre¬ 
ceding sections of this subpart cover 
direct settlements by the Government 
with subcontractors. In cases covered 
by these sections, the Government has 
undertaken the responsibility for deter¬ 
mining the amount due on the claim and 
the subsequent payment of this amount. 
Where the Government thus settles the 
subcontract claim, it is relieving the war 
contractor, who is primarily liable on 
the claim, from this duty. This is a de¬ 
parture from the general policy of re¬ 
quiring war contractors to undertake 
that burden. 

(b) In some cases, however, after the 
amount due on the claim has been de¬ 
termined in the usual way by the sub¬ 
contractor and the war contractor pri¬ 
marily liable, and has been approved, 
if necessary, by the Government pay¬ 
ment would be expedited by direct dis¬ 
charge of the claim by the Government. 
In such cases, payment may be made 
directly to the subcontractor in accord¬ 
ance with § 846.667-2. [JTR 667.1] 

§ 846.667-2 When direct payments 
authorized, (a) In addition to the au¬ 
thority to settle directly under §§ 846.661 
and 846.662, the contracting officer may 
obligate the Government to pay the ter¬ 
mination claim of a subcontractor di¬ 
rectly in any other case where the fol¬ 
lowing conditions exist: 

(1) The claim has been settled by the 
war contractor primarily liable and ap¬ 
proved by the Government, if necessary; 
and 

(2) The contracting officer deteiTnines 
that no right of set-off or counterclaim 
possessed by the Government will be 
impaired; and 

(3) The claim has not been assigned 
or the assignee consents to payment; 
and 

(4) The contracting officer determines 
that the claim is allocable to the termi¬ 
nated portion of the prime contract. 

(b) In any such case, payment shall be 
limited to that portion of the termination 
claim of the subcontractor that repre¬ 
sents fair compensation for the termi¬ 
nation of the subcontract, unless: 

(1) Consent to the direct payment of 
any other portion of the claim is secured 
from the prime contractor and any in¬ 
termediate subcontractors and, if any 
such contractor has assigned the sums 
payable under his contract, from the as¬ 
signee; or 

(2) Authority to make direct payment 
of any other portion of the termination 
claim has been granted by the Read¬ 
justment Division, ASP, or the Industrial 
Readjustment Branch, OP&M. 


(c) Whenever the chief of any service 
or bureau desires to pay directly the ter¬ 
mination claim of any subcontractor, 
where the conditions stated in paragraph 
(a) are not met, he will forward to the 
Readjustment Division, ASP, or Indus¬ 
trial Readjustment Branch. OP&M, a re¬ 
quest for authority to make such pay¬ 
ment stating the essential facts of the 
case. No such payment will be made 
without such special authority. [JTR 
667.2] 

§ 846.668 Right of government to 
withhold for unsettled subcontracts, (a) 
The uniform termination articles for 
fixed-price and cost-plus-a-fixed-fee 
contracts provide that, with certain ex¬ 
ceptions, the obligation of the Govern¬ 
ment to make payments under the article 
shall be subject, in the discretion of the 
contracting officer, to deduction for the 
amount of any termination claim of any 
subcontractor. The purpose of this pro¬ 
vision was to permit the withholding of 
sums owing by the prime contractor to 
his subcontractors, in order to assure 
their receipt by the subcontractor. In 
any case where this provision is used, the 
prime contractor is entitled to have the 
withheld sum applied for his benefit in 
such a way as to exonerate him, to that 
extent, from the claim of the subcon¬ 
tractor. 

(b) Other forms of approved termina¬ 
tion articles contain similar provisions of 
various types, which are construed in 
the same manner. [JTR 668] 


Part 847— Settlement of Prime Contract 
Claims 


Sec. 

847.700 Scope of part. 

SUBPART A—PREPARATION FOR SETTLEMENT 

847.710 Scope. 

847.711 Responsibility of contracting offi¬ 

cer for settlement. 

847.711- 1 General. 

847.711- 2 Settlement team. 

847.711- 3 Action by settlement team. 

847.712 Responsibility of prime contractor 

to submit his settlement pro¬ 
posal. 

847.712- 1 General. 

847.712- 2 Partial proposals. 

847.712- 3 Delay In submitting proposal. 

847.713 Effect of settlement proposal. 


SUBPART B—REVIEW OF PRIME CONTRACT SETTLE¬ 
MENT PROPOSALS 


847.720 

847:721 

847.721- 1 

847.721- 2 

847.721- 3 

847.721- 4 

847.722 

847.722- 1 

847.722- 2 

847.722- 3 

847.722- 4 

847.723 

847.723- 1 

847.723- 2 

847.723- 3 

847.724 

847.724- 1 

847.724- 2 


Scope. 

Function of contracting officer as 
to review. 

General responsibility. 

Use of accounting personnel. 

Use of Inspection, engineering and 
other personnel. 

Function of Navy material In¬ 
spector. 

Office review. 

When required. 

Basis of office review. 

Scope of office accounting review. 
Report of office review. 
Examination beyond office review. 
Use of further examination. 

Types of additional examination. 
Procedures for examination. 
Report to contracting officer. 
Report of additional examination 
required. 

Information regarding profit. 
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Bee. 

847.725 

847.725- 1 

847.725- 2 

847.725- 3 


Coordination with other account¬ 
ing function*. 

Coordination with renegotiation 
accounting. 

Consolidation of termination ac¬ 
counting for several prime con¬ 
tracts. 

Use of previous termination set¬ 
tlements. 


SUB PART C—NEGOTIATION OP FINAL SETTLEMENT 
AGREEMENT 

847.730 Scope. 

847 731 Authority of contracting officer. 

847.732 Conduct of negotiation confer¬ 

ences with prime contractor. 

847.733 Use of accounting and other re¬ 

ports. 


SUBPART D—SETTLEMENT AGREEMENTS 


847.740 

847.741 

847.742 
847 742-1 

847.742- 2 

847.742- 3 

847.742- 4 

847.743 

847.743- 1 

847.743- 2 

847.743- 3 


847.743- 4 

847.743- 5 

847.743- 6 

847.743- 7 

847.743- 8 

847.743- 9 

847.744 

847.744- 1 

847.744- 2 

847.747 

847.747- 1 

847.747- 2 

847.748 

847.748- 1 

847.748- 2 


Scope. 

Authority for settlement agree¬ 
ment. 

General provisions of final settle¬ 
ment agreements. 

Form for fixed-price prime con¬ 
tracts. 

Form for cost-plus-a-fixed-fee 
contracts. 

Use of standard forms. 

Scope of agreements. 

Deductions and reservations In 
settlement agreement. 

Renegotiation. 

Deductions for damaged property 
and defects. 

Deductions for Government 
claims in connection with the 
contract. 

Disposal credits. 

Provisions to protect subcon¬ 
tractors. 

Reserved rights. 

Maximum limit. 

Offsets and credits for payments 
previously made. 

Anticipated litigation under cost- 
plus-a-flxed-fee prime contract. 

Approval of settlement agreement. 

Settlement review board. 

Other approval. 

Payment under settlement agree¬ 
ments. 

Basis of payment. 

Form of certificate. 

Amendment* to settlement agree¬ 
ments. 

Authority for amendments. 

Review of amendments. 


SUBPART E—PROCEDURE FOR FORMULA SETTLE¬ 
MENTS UNDER FIXED-PRICE CONTRACTS 


847.750 

847.751 

847.751- 1 

847.751- 2 

847.751- 3 

817.752 

847.752- 1 

847.752- 2 

847.752- 3 

847.753 

847.753- 1 

847.753- 2 

847.753- 3 

847.753- 4 

847.754 
£47.754-1 

847.754- 2 
W.754-3 

847.754- 4 

847.754- 5 

847.754- 6 

847.754- 7 

847.754- 8 

847.755 

847.755- 1 

847.755- 2 


Scope. 

When formula settlement used. 
Failure of negotiations. 

Demand by prime contractor. 
Application to subcontracts. 
Procedure for proving amount due 
on the claim. 

Kind of proof required. 
Submission of evidence. 
Preservation of evidence. 

Basis of formula determination. 
Items allowed. 

Finality of approved action. 
Making of findings. 

Reports. 

Form of findings. 

General. 

Contractor's own costs. 

Allowance for profit. 

Disposal credits. 

Subcontract settlements. 
Settlement expenses. 

Aggregate amount due. 
Certificate of contracting officer. 
Appeal from findings within the 
War and Navy Departments. 
When allowed or required. 
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Sec. 

847.755- 3 Effect of failure to appeal. 

847.755- 4 Duty of contracting officer on ap¬ 

peal. 

847.756 Appeal outside the Department. 

847.756- 1 Right of appeal. 

847.756- 2 Duty of contracting officer on ap¬ 

peal. 

847.756- 3 Appeal Board procedure. 

847.756- 4 Effect of findings on appeal. 

847.757 Notice and effect of appeals. 

847.757- 1 Effect on authority to settle. 

847.757- 2 Notice of appeal. 

847.758 Payments under formula settle¬ 

ments. 

847.758- 1 Payment on account. 

847.758- 2 Final payment. 

SUBPART F—RECORDS OF SETTLEMENT 

847.760 Scope. 

847.761 Retention of records by Govern¬ 

ment. 

847.761- 1 Duty to retain. 

847.761- 2 Period of retention. 

847.761- 3 Records required to be retained. 

847.761- 4 Application to direct settlements 

with subcontractors. 

847.762 War contractors’ records. 

§ 847.700 Scope of part. This part 
deals with the procedures peculiar to the 
settlement by the Government of the 
claims of prime contractors. The poli¬ 
cies and procedures applicable to both 
prime contract and subcontract settle¬ 
ments are stated in Part 845. Those 
peculiar to subcontract settlements are 
stated in Part 846. [JTR 7001 


SUBPART A—PREPARATION FOR SETTLEMENT 

§ 847.710 Scope. The principles and 
forms for presenting claims of war con¬ 
tractors are discussed in Subpart B and 
Subpart P of Part 845. This subpart 
deals with the general responsibility of 
the contracting officer for negotiating 
the settlement and contains further pro¬ 
visions applicable to the preparation of 
claims under prime contracts. [JTR 
710J 

§ 847.711 Responsibility of contract¬ 
ing officer for settlement. TJTR 711] 

§ 847.711-1 General, (a) The re¬ 
sponsibility for negotiating the settle¬ 
ment rests on the contracting officer. 
To discharge this responsibility, he, or 
someone representing him, should take 
complete charge of all steps leading up 
to the final settlement agreement, to the 
maximum extent practicable. He should 
familiarize himself completely with all 
available information concerning the 
particular termination, and should con¬ 
sider, as far in advance as possible, all 
accounting, legal, and other problems 
which are likely to arise in the course 
of the negotiation. 

(b) He should take advantage of aH 
information available to him relating to 
the terminated contract or the business 
of the contractor, including information 
developed by cost analyses, inspections, 
accounting reviews, or other investiga¬ 
tions of the contractor’s affairs which 
may have been conducted by the serv¬ 
ice or bureau to which he is assigned. 
He should actively supervise the dispo¬ 
sition of termination inventory, the set¬ 
tlement of subcontract claims and the 
preparation of the prime contractor’s 
settlement proposal. 

(c) Before termination, where prac- 
ticeable and authorized by Subpart B to 
Part 842, and from time to time through¬ 


out the settlement proceedings, he should 
arrive at agreements and understandings 
by negotiation with the contractor which 
will expedite the final settlement of the 
claim. It is his responsibility to see that 
the prime contractor is diligent in car¬ 
rying out his obligations and in prepar¬ 
ing the claim and to facilitate this by 
eliminating as many controversial ques¬ 
tions as possible in advance of the filing 
of the claim. [JTR 711.1] 

§ 847.711-2 Settlement team. (a) 
For each important settlement, there 
should be a settlement team composed of 
qualified personnel with business, legal, 
engineering, accounting, disposal and 
other special training necessary to han¬ 
dle the various aspects of the settlement 
as they arise. 

(b) In the War Department, the con¬ 
tracting officer or his principal repre¬ 
sentative will designate the members of 
the settlement team. 

(c) In the Navy Department, the set¬ 
tlement teams in the field will consist 
of the Navy material inspector cognizant 
of the prime contractor or of a particular 
subcontractor, officers of the Cost In¬ 
spection Service and of the NMR&DA, 
and other qualified personnel. [JTR 
711.21 

§ 847.711-3 Action by settlement team. 
(a) The members of the settlement team 
should not delay action until the prime 
contractor submits his claim. They 
should work with him continuously in 
disposing of termination inventory, in 
making and approving subcontract set¬ 
tlements, and in preparing his own set¬ 
tlement proposal, and should assist him 
to the maximum extent feasible in order 
to facilitate settlement. By cooperating 
during the preparation of the claim, the 
settlement team can frequently prevent 
delay, eliminate unnecessary work, and 
settle questions so as to expedite the 
preparation of the claim and the final 
settlement. 

(b) The Navy settlement team in the 
field shall take all action with respect to 
the settlement which does not require 
submission to the contracting officer for 
his personal determination, and shall 
submit its recommendations to him with 
respect to other matters, in accordance 
with this subchapter. [JTR 711.31 

§ 847J712 Responsibility of prime con¬ 
tractor to submit his settlement proposal. 
[JTR 7121 

§ 847.712-1 General. The prime con¬ 
tractor will file his settlement proposal 
with the contracting officer in the War 
Department or the cognizant Navy ma¬ 
terial inspector in the Navy Department 
as promptly as possible, on the forms and 
In the manner prescribed by Subpart B of 
Part 845 for fixed-price supply contracts 
and by Subpart F of Part 845 for cost- 
plus-a-fixed-fee prime contracts. [JTR 
712.1] 

§ 847.712-2 Partial proposals. Before 
the final proposal is submitted, the prime 
contractor, from time to time, should 
submit to the contracting officer in the 
War Department or his cognizant Navy 
material inspector any subcontract set¬ 
tlements which require approval. Like¬ 
wise, any proposals for disposition or re¬ 
tention of termination inventory which 
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require approval should be promptly sub¬ 
mitted to the contracting officer or to 
NMR&DA. In this way, a substantial 
part of the claim can be definitely settled 
and finally acted on before the final set¬ 
tlement of the whole claim. IJTR 712.2] 

§ 847.712-3 Delay in submitting pro¬ 
posal. If the prime contractor delays 
settlement of his claim by failure to file 
the settlement proposal or otherwise, the 
act requires the suspension of interest 
on his claim for the period of such delay. 
A period of 60 days will be considered as 
a reasonable time for submitting the set¬ 
tlement proposal, and any longer period 
an unreasonable delay, unless the con¬ 
tracting officer is satisfied that the con¬ 
tractor has been diligent in preparing 
his claim, [JTR 712.3] 

§ 847.713 Effect of settlement pro¬ 
posal. The settlement proposal together 
with the supporting schedules constitute 
the basic representations of the prime 
contractor as to Ills termination claim. 
In submitting it to the Government, the 
contractor represents that the facts 
stated are true in accordance with his 
certificate. For any false certificates, he 
is subject to the penalties described in 
§ 841.138. f JTR 713 J 

SUBPART B—REVIEW OF PRIME CONTRACT 
SETTLEMENT PROPOSALS 

$ 847.720 Scope. In negotiating a 
settlement, the contracting officer should 
have as a guide reports prepared by 
qualified Government personnel on the 
prime contractor’s settlement proposal. 
This subpart deals with the preparation 
and use of the reports for this purpose. 
IJTR 720] 

§ 847.721 Function of contracting of¬ 
ficer as to review. [JTR 721] 

§ 847.721-1 General responsibility . 

(a) The contracting officer is responsi¬ 
ble for passing upon the prime contrac¬ 
tor’s settlement proposal and settling 
with the contractor. For this purpose 
he must decide to what extent accounting 
and other personnel should review and 
verify the contractor’s proposal. 

(b) Contracting officers will reduce 
accounting examinations of termination 
claims to the minimum consistent with 
protecting the interests of the Govern¬ 
ment. Whenever practicable, they will 
rely on reasonable reviews of contractors* 
data rather than on detailed examina¬ 
tions. Wherever examinations rffcpear to 
be necessary, they will be made in ac¬ 
cordance with the principles of selective 
auditing. 

(c) The accounting examination in 
connection with the settlement of the 
cost portion of a fixed-price contract 
should be in accordance with the usual 
administrative audit as carried out in 
the War or Navy Department for cost- 
plus-a-fixed-fee contracts. [JTR 721.1] 

§ 847.721-2 Use of accounting per¬ 
sonnel. In connection with termination 
settlements, Government accounting 
personnel will make such investigations, 
reviews, and examinations, as the con¬ 
tracting officer may direct or request for 
the purpose of determining whether the 
settlement proposal conforms with the 
termination provisions of the prime con¬ 


tract and is supported by the prime con¬ 
tractor’s records and other evidence. 
[JTR 721.2J 

§ 847.721-3 Use of inspection , engi¬ 
neering and other personnel, (a) Gov¬ 
ernment inspectors, engineers and other 
personnel will frequently have informa¬ 
tion on: (1) The general reliability of 
the prime contractor; (2) the quality of 
his production; (3) the approximate 
quantity and physical condition of the 
then existing termination inventory, in¬ 
cluding raw materials, work in process, 
purchased parts and completed items; 
(4) whether the material for which re¬ 
imbursement is claimed is reasonably 
allocable to the prime contract being 
terminated: (5) the fairness of the pric¬ 
ing on raw material and purchased parts, 
as determined by spot checks to the ex¬ 
tent deemed necessary; (6) other sig¬ 
nificant items included in the proposal 
which, in their opinion, are incorrect or 
doubtful. 

(b) The contracting officer should use 
such personnel to make investigations, 
reviews, and comments on the settlement 
proposal submitted by the prime con¬ 
tractor. [JTR 721.3] 

§ 847.721-4 Function of Navy mate¬ 
rial inspector. (a) In the Navy Depart¬ 
ment, the material inspector cognizant 
of the prime contractor shall examine as 
promptly as possible each settlement pro¬ 
posal submitted to him and shall for¬ 
ward it to the contracting officer together 
with any comments which he believes 
will assist the contracting officer in ne¬ 
gotiating with the prime contractor. 
Such comments should cover particularly 
the matters specified in § 847.721-3. 

(b) In order to prepare the comments 
under this section, the Navy material in¬ 
spector may request a representative of 
the Cost Inspection Service to furnish 
accounting advice on any items in the 
settlement proposal. The material in¬ 
spector does not determine, however, the 
extent to which representatives of Cost 
Inspection Service will make a field ac¬ 
counting review of the settlement pro¬ 
posal. 

(c) The material inspector is not ex¬ 
pected to make a detailed count of in¬ 
ventory unless the contracting officer so 
requests, but should make such selective 
checks as he deems necessary to verify 
the substantial accuracy of the quanti¬ 
ties stated. [JTR 721.4] 

§ 847.722 Office review. [JTR 722] 

§ 847.722-1 When required. In order 
to protect the Government’s interests, 
qualified personnel will make at least an 
office review of each settlement proposal 
submitted by a prime contractor. Where 
the net amount of the proposal is $1,000 
or more, such review will include an of¬ 
fice accounting review. [JTR 722.1] 

§ 847.722-2 Basis of office review. The 
office review is based upon supporting 
evidence submitted by the prime con¬ 
tractor with his settlement proposal and 
other information available in the office 
making the settlement. In general, the 
reviewing personnel analyze and test the 
information submitted by the contrac¬ 
tor to determine inconsistencies or other 


indications that the items included are 
overstated or inapplicable. [JTR 722.2] 

§ 847.722-3 Scope of office accounting 
review. Each office accounting review 
will be made in accordance with the pro¬ 
visions of the Joint Termination Ac¬ 
counting Manual. IJTR 722.3] 

§ 847.722-4 Report of office review . 
Upon completion of the office review, the 
accountant or other reviewing personnel 
will furnish the contracting officer an 
appropriate report stating his con¬ 
clusions as to the adequacy of the sup¬ 
porting information and the indicated 
reliability of the data submitted by the 
prime contractor. [JTR 722.4] 

§ 847.723 Examination beyond office 
review. [JTR 723] 

§ 847.723-1 Use of further examina¬ 
tion. After such consultation with the 
reviewing personnel as he deems appro¬ 
priate, the contracting officer will decide 
and instruct the accounting or other per¬ 
sonnel what further examination, if any, 
is to be made of the termination claim. 
In making this decision, he should con¬ 
sider the following factors, among 
others: 

(a) The amount and complexity of 
the proposed settlement. 

(b) The conclusions as a result of the 
office review. 

(c) Available reports of independent 
public accountants. 

<d) Any information available from 
War or Navy Department personnel, 
familiar with the operations under the 
prime contract. 

The contracting officer may properly 
rely upon the advice of the accounting 
or other reviewing personnel as to the 
extent of any such further examination 
required in any case. [JTR 723.1] 

§ 847.723-2 Types of additional exam¬ 
ination. Among the types of additional 
Investigation which may prove to be 
appropriate are the following: 

(a) The prime contractor may be re¬ 
quested to submit additional data or ex¬ 
planations. 

<b) Government personnel may be in¬ 
structed to visit the contractor’s plant 
to discuss the proposal and to make any 
necessary reference to the accounting 
or other records, or other examination. 

Cc) Government accounting personnel 
may be requested to make an examina¬ 
tion in accordance with the procedures 
outlined in this subchapter and in the 
Joint Termination Accounting Manual. 
[JTR 723.2] 

§ 847.723-3 Procedures for examina¬ 
tion. While the contracting officer is 
responsible for deciding whether or not 
further accounting or other examination 
is to be made, the accounting or other 
technical personnel will determine the 
procedures for actually making such ex¬ 
aminations on the basis of their judg¬ 
ment and technical knowledge. [JTR 
723.31 

§ 847.724 Report to contracting offi¬ 
cer. [JTR 724] 

§ 847.724-1 Report of additional ex¬ 
amination required. Where any addi¬ 
tional examination is made, the review- 
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ing personnel will submit written reports 
to the contracting officer in an appro¬ 
priate manner. [JTR 724.1] 

§ 847.724-2 Injormation regarding 
profit. When the contracting officer so 
requests, the accountant will furnish him 
with accounting information on which 
to make a determination of an appro¬ 
priate profit allowance. Accounting 
personnel should not make recommenda¬ 
tions as to profit, unless requested to do 
so. UTR 724.21 

§ 847.725 Coordination with other ac¬ 
counting functions. [JTR 725 J 

§ 847.725-1 Coordination with rene¬ 
gotiation accounting. Where accounting 
work has been done for renegotiation, it 
should be used so far as practicable to 
avoid duplication of effort. I JTR 725.1] 

§ 847.725-2 Consolidation of termina¬ 
tion accounting for several prime con¬ 
tracts. (a) Where two or more contracts 
with the same prime contractor are being 
terminated at one time, the termination 
accounting should be consolidated to the 
greatest extent practicable and the total 
costs apportioned to the various con¬ 
tracts on some reasonably satisfactory 
basis, in accordance with § 845.517. 

(b) In the case of certain contractors, 
the responsibility for making the ac¬ 
counting review for all termination set¬ 
tlement proposals has been assigned to 
one service or bureau under the con¬ 
solidated termination program. The 
procedures governing this program are 
discussed in Subpart B of Part 848. 
I JTR 725.21 

§ 847.725-3 Use of previous termina¬ 
tion settlements. Where the prime con¬ 
tractor has had other termination claims 
settled, they should be reviewed, where 
practicable, for any pertinent informa¬ 
tion to insure that the same accounting 
policies are consistently followed in the 
various settlements. [JTR 725.3] 

SUBPART C—NEGOTIATION OF FINAL SETTLE¬ 
MENT AGREEMENT 

§ 847.730 Scope. This subpart deals 
with the negotiation of the final settle¬ 
ment under a terminated prime con¬ 
tract. The principles to be observed are 
stated in Subpart C of Part 845 for fixed- 
price contracts, and Subpart F of Part 
845 for cost-plus-a-fixed-fee contracts. 
[JTR 730J 

§ 847.731 Authority of contracting 
officer. The contracting officer Is au¬ 
thorized to settle termination claims and 
to make supplemental agreements relat¬ 
ing to terminated prime contracts, con¬ 
sistently with this subchapter. [JTR 
731J 

§ 847.732 Conduct of negotiation con¬ 
ferences with prime contractor. The 
duty of the contracting officer will have 
required constant negotiation of ele¬ 
ments of the settlement throughout the 
proceedings. These negotiations will 
usually culminate in one or more final 
conferences with the contractor. Ordi¬ 
narily legal, accounting, technical and 
property disposition advisers will par¬ 
ticipate in these negotiations. Where the 
contracting officer has designated a rep¬ 
resentative to take charge of all or a 


part of the settlement, such representa¬ 
tive will conduct the negotiations unless 
the contracting officer deems it appropri¬ 
ate, in the light of the complexity of the 
termination, or the problems to be dis¬ 
cussed at the particular conferences, to 
participate personally, in which case the 
recommendations of his principal repre¬ 
sentative should carry special weight in 
the ultimate settlement. LJTR 7321 

§ 847.733 Use of accounting and other 
reports. The accounting and other re¬ 
ports do not control the contracting offi¬ 
cer in negotiating the amount of fair 
compensation for the termination. He 
will consider such reports together wdth 
all other relevant information and cri¬ 
teria in determining the amount of a 
proper settlement in accordance with the 
principles stated in Subpart C of Part 
845. He will give such weight to the re¬ 
ports, and qualify their computations to 
such extent, as he considers reasonable 
under all the circumstances. [JTR 733] 

SUBPART D—SETTLEMENT AGREEMENTS 

§ 847.740 Scope. When the contract¬ 
ing officer and the prime contractor 
reach an agreement as to the total 
amount payable to the contractor on his 
termination claim, they will proceed to 
make a supplemental agreement for the 
settlement. This subpart deals with the 
terms and execution of such an agree¬ 
ment. [JTR 7401 

§ 847.741 Authority for settlement 
agreement. The settlement agreement 
will recite that it is made pursuant to the 
Contract Settlement Act of 1944. Before 
making any such settlement agreement, 
each surety or guarantor should be no¬ 
tified. if the surety or guarantee agree¬ 
ment so requires, and the assent of any 
assignee, who has given notice under the 
Assignment of Claims Act. should be ob¬ 
tained where possible. I JTR 7411 

§ 847.742 General provisions of final 
settlement agreements. [JTR 7421 

§ 847.742-1 Form for fixed-price prime 
contracts. Forms of settlement agree¬ 
ments for fixed-price supply and con¬ 
struction prime contracts are contained 
in § 849.981. [JTR 742.il 

§ 847.742-2 Form for cost-plus-a- 
fixed-fee contracts. The forms of settle¬ 
ment for cost-plus-a-fixed-fee prime 
contracts are contained in § 849.983. 
[JTR 742.2] 

§ 847.742-3 Use of standard forms. 
The final settlement agreement for a ter¬ 
mination claim shall conform substan¬ 
tially to the appropriate prescribed form. 
[JTR 742.3] 

§ 847.742-4 Scope of agreements. In 
the case of final settlement agreements 
for use after complete termination, all 
claims, rights, and obligations of either 
party (other than those expressly ex¬ 
cepted and reserved) arising under the 
terminated war contract should be dis¬ 
charged and released by the agreement. 
[JTR 742.4] 

§ 847.743 De'ducti07is and reservations 
In settlement agreement. [JTR 7431 

§ 847.743-1 Renegotiation. The set¬ 
tlement agreement should state specif¬ 
ically whether and to what extent the 


terminated prime contract and the set¬ 
tlement agreement are to be exempted 
from subsequent renegotiation. No such 
exemption may be granted without the 
approval of the Readjustment Division, 
ASF. or the Industrial Readjustment 
Branch, OP&M. [JTR 743.1] 

§ 847.743-2 Deductions for damaged 
property and defects. A reasonable de¬ 
duction should be made for damaged 
property, defective materials and work¬ 
manship in termination inventory trans¬ 
ferred to the Government, or sold with 
the approval of the contracting officer in 
connection with the termination settle¬ 
ment, unless this factor h^ otherwise 
been taken into account in the negotia¬ 
tion. [JTR 743.2] 

§ 847.743-3 Deductions for Govern¬ 
ment claims in connection with the con¬ 
tract. The agreement should cover any 
set-offs and counterclaims which the 
Government may have in connection 
with the terminated prime contract. 
[JTR 743.31 

§ 847.743-4 Disposal credits. The 
agreement or the settlement itself should 
credit to the Government the sales price 
or agreed price of any termination in¬ 
ventory sold or retained by the prime 
contractor in connection with the ter¬ 
mination settlement. [JTR 743.41 

§ 847.743-5 Provision to protect sub¬ 
contractors. In the discretion of the 
contracting officer, the amount of the 
settlement may cover, or may be made 
subject to deduction to meet, any un¬ 
settled subcontract claims. In accord¬ 
ance with §§ 846.613, 846.662, and 

846.667, the agreement may make such 
provisions for direct payments to such 
subcontractors, escrow payments or 
otherwise, as the contracting officer may 
deem proper, to ensure the payment of 
such claims. [JTR 743.51 

§ 847.743-6 Reserved rights. Where 
rights of the Government and of the 
prime contractor are to be reserved and 
are not to be affected by the settlement 
agreement, the agreement should specify 
the extent of such reserved rights. For 
example: 

(a) Rights and liabilities of either 
party under contract provisions relating 
to reproduction rights, patent infringe¬ 
ments, Inventions, applications for pat¬ 
ent and patents, including rights to 
assignments, invention reports and 
licenses.'covenants of indemnity against 
patent risks and bonds for patent indem¬ 
nity obligations, together with all rights 
and liabilities under any such bond. 

(b) Rights of the Government to take 
the benefit of any adjustments of royal¬ 
ties under the Royalty Adjustment Act 
(Public Law No. 768, 77th Congress, ap¬ 
proved October 31, 1942) and to take the 
benefit of agreements reducing or other¬ 
wise affecting royalties paid or payable in 
connection with the performance of the 
contract. 

(c) Rights and liabilities of either 
party under options, covenants not to 
compete, covenants of indemnity, and 
facilities agreements. [JTR 743.61 

§ 847.743-7 Maximum limit. The 
agreemenr. shall not provide for payment 
in excess of any maximum limit on com- 
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pensation stipulated in the applicable 
termination article, or in this subchapter 
(see § 845 534-2), except with the ap¬ 
proval of the Readjustment Division, 
ASP. or the Industrial Readjustment 
Branch, OP&M. [JTR 743.7] 

§ 847.743-8 Offsets and credits for 
payments previously made. All other 
offsets against the amount payable on 
the termination claim and all advance, 
progress, partial and other payments 
previously made under the terminated 
prime contract will be taken into account 
appropriately. [JTR 743.8] 

§ 847.743-9 Anticipated litigation un¬ 
der cost-plus-a-fixed-fee prime contract. 
Where there is substantial risk of later 
litigation (e. g., actions under the Wages 
and Hours Act, State taxes) affecting 
reimbursable costs under a terminated 
cost-plus-a-fixed-fee prime contract, the 
agreement may expressly except such 
items from the releases. [JTR 743.9] 

§ 847.744 Approvalof settlement 
agreement. [JTR 744] 

§ 847.744-1 Settlement review board. 
If so required by I 845.582, the contract¬ 
ing officer will submit the proposed set¬ 
tlement agreement to the settlement re¬ 
view board for its review and approval 
before its execution on behalf of the 
Government. [JTR 744.1] 

§ 847.744-2 Other approval, (a) 
Where the agreement involves more than 
$500,000, the contracting officer shall 
submit it for approval by such higher 
authority as may be required under 
§ 845.584-2. 

(b) A settlement agreement for a War 
Department prime contract does not re¬ 
quire approval by the Director of Pur¬ 
chases Division, Headquarters, Army 
Air Forces, even though the amount of 
the settlement exceeds $5,000,000, unless 
it contains provisions requiring such ap¬ 
proval under other sections of this chap¬ 
ter, such as §§ 803.306 to 803.308h, inclu¬ 
sive, of this chapter. [JTR 744.2] 

§ 847.747 Payment under settlement 
agreements. IJTR 747] 

§ 847.747-1 Basis of payment. When 
a termination claim has been settled by 
agreement, a voucher or invoice showing 
the amount agreed upon, less amounts 
previously paid thereon, will be prepared 
and certified in accordance with § 847.- 
747-2, and presented to the disbursing 
officer for payment. The voucher or in¬ 
voice will be supported by a copy of the 
settlement agreement. IJTR 747.1] 

§ 847.747-2 Form of certificate, (a) 
The contractor will make the usual Form 
1034 certificate on a voucher or invoice 
for final payment under a settlement 

agreement. 

(b) The Comptroller General has pre¬ 
scribed the following new form of ad¬ 
ministrative certificate for such cases: 

Pursuant to authority vested in me. I cer¬ 
tify that the within payment is due and 
payable under the terms of the attached 
settlement agreement, and that the title to 
all propery, if any, to be transferred to the 
Government under this agreement has been 
transferred. 

No. 92-10 


(c) In such cases, the new form of 
certificate should be printed or typed on 
the reverse side of the Standard Form 
No. 1034—Revised, with a reference stat¬ 
ing “See decision of the Comp. Gen. 27 
Sept. 1944, A-49009, A-51607. and A- 
51624”. The form of administrative cer¬ 
tificate on the face of the voucher should 
be stricken out, and the words “Certifi¬ 
cate on Reverse Hereof” should be sub¬ 
stituted. The words “payment in full in 
accordance with the attached settlement 
agreement’* should be included in the 
description under “Articles or Services” 
on the face of the voucher. [JTR 747.2] 

§ 847.748 Amendments to settlement 
agreements. [JTR 7481 

$ 847.748-1 Authority for amend¬ 
ments. (a) Section 6 (c) of the act pro¬ 
vides that where settlement of all or any 
part of any termination claim is made 
by agreement, the settlement shall be 
final and conclusive except, among other 
things, (1) to the extent otherwise agreed 
in the settlement or (2) by mutual agree¬ 
ment before or after payment. 

(b) Subject to § 847.748-2, the con¬ 
tracting officer may, before or after final 
payment, amend any final settlement 
agreement made by a service or bureau 
on or after July 21, 1944, whenever: 

(1) The amendment will result in ben¬ 
efit to the Government; or 

(2) The amendment is expressly pro¬ 
vided for in the agreement; or 

(3) There has been a mistake or error 
in the written agreement consisting sole¬ 
ly of a failure to express the true agree¬ 
ment between the parties in accordance 
with negotiations between them, or of a 
mutual mistake as to a material fact. 
The failure of a contractor to present or 
to present accurately, and of the Govern¬ 
ment to allow, a claim based on a cost 
incurred by the contractor or on a liabil¬ 
ity to which the contractor was subject, 
whether by reason of ignorance of such 
cost or liability or of its extent or for 
other reasons, shall not be regarded as a 
mutual mistake within the meaning of 
this section; or 

(4) The chief of the service or bureau 
determines that such amendment will 
promote the purposes of the act, and the 
approval of the Readjustment Division, 
ASF, or the Industrial Readjustment 
Branch, OP&M, is first obtained. In such 
cases, the request for approval should 
contain a full presentation of the rele¬ 
vant circumstances. 

(c) Each amendment entered into 
pursuant to paragraph (b) above shall 
recite that it is made pursuant to the act. 

(d) The contracting officer may, be¬ 
fore or after final payment, amend any 
final settlement agreement made by a 
service or bureau prior to July 21, 1944 
only: 

(1) Where the amendment will result 
in benefit to the Government; or 

(2) Where the amendment is author¬ 
ized by, and approved in accordance 
with, §§ 803.308a, 803.308b, or 812.1252 of 
this chapter, or by Navy Procurement 
Directives, paragraphs 11,401 and follow¬ 
ing, 11,441 and following, and 11,461 and 
following; or 


(3) Where the amendment is other¬ 
wise authorized by law or applicable reg¬ 
ulations. 

(e) No amendment entered into pur¬ 
suant to paragraph (d) above shall re¬ 
cite that it is made pursuant to the act. 
TJTR 748.1] 

§ 847.748-2 Review of amendments. 
Where the amendment is made pursuant 
to (3) or (4) of § 847.748-1 (b), the set¬ 
tlement agreement, as amended, will be 
subject to review by the appropriate set¬ 
tlement review board, whether or not the 
original settlement agreement was re¬ 
quired to be reviewed. LJTR 748.21 

SUBPART E—PROCEDURE FOR FORMULA SET¬ 
TLEMENTS UNDER FIXED-PRICE CONTRACTS 

§ 847.750 Scope. This subpart dis¬ 
cusses the procedure for settling a termi¬ 
nation claim when the contracting officer 
and the prime contractor fail to agree 
upon a settlement. [JTR 7501 

§ 847.751 Whe?i formula settlement 
used. [JTR 751] 

§ 847.751-1 Failure of negotiations. 
When, after diligent efforts to negotiate 
a settlement, any termination claim 
under a prime contract has not been set¬ 
tled by agreement or has been so settled 
only in part, the contracting officer will 
determine the amount due by formula. 
Whenever a prime contractor is un¬ 
reasonably delaying a negotiated settle¬ 
ment by inaction or otherwise, the con¬ 
tracting officer will take action promptly 
to settle the claim by formula, especially 
where the interests of subcontractors 
may be adversely affected by the delay of 
the prime contractor. [JTR 751.1 J 

§ 847.751-2 Demand by prime con¬ 
tractor. Where a prime contractor has 
submitted his termination claim in sub¬ 
stantially the form prescribed by this 
subchapter, he may make a written de¬ 
mand for findings of the amount due on 
his claim or the unsettled part thereof, 
under section 13 (a) of the act. Upon 
such demand, he is then entitled to such 
findings within ninety days after his de¬ 
mand. Section 13 (c) (3) of the act 
makes it clear, however, that the con¬ 
tractor is expected to negotiate in good 
faith for the settlement of his claim be¬ 
fore demanding such findings. [JTR 
751.21 

§ 847.751-3 Application to subcon¬ 
tracts. (a) Where the Government has 
expressly undertaken by agreement or 
under the act to settle directly the ter¬ 
mination claim of a subcontractor, the 
subcontractor may demand findings with 
respect to his claim in accordance with 
section 13 (a). 

(b) Likewise, such a subcontractor is 
entitled to appeal or sue under the act in 
the same manner and under the same re¬ 
strictions as apply to prime contractors. 

(c) Unless the Government has ex¬ 
pressly undertaken to settle directly a 
subcontract claim, the subcontractor 
has no right to proceed against the Gov¬ 
ernment under section 13 of the act. 
[JTR 751.31 

§ 847.752 Procedure for proving 
amount due on the claim. [JTR 752] 
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§ 847.752-1 Kind of proof required. 
Where a settlement is made by formula, 
the prime contractor has the burden of 
establishing, by proof satisfactory to the 
contracting officer, the amount due him 
on his termination claim. The contract¬ 
ing officer should generally accept pho¬ 
tostatic or other copies of documents and 
records, and should not require original 
documents unless their authenticity is 
in dispute. [JTR 752.11 

§ 847.752-2 Submission of evidence . 
(1 1 The contracting officer will give the 
prime contractor not less than fifteen 
days’ notice by registered mail to pro¬ 
duce. on or before a stated date, his 
written evidence bearing on the amount 
due. The contractor may submit such 
vouchers, verified transcripts of books of 
account, affidavits and audit reports, and 
other documents as he may wish. Th<* 
contracting officer may require the con¬ 
tractor to submit such additional docu¬ 
ments and data as he considers necessary 
in the particular case, and may cause 
such accounting and other investigations 
and audits to be made as he deems 
appropriate. 

Cb) If the contractor wishes to present 
oral testimony, or if the contracting of¬ 
ficer wishes testimony presented on be¬ 
half of the Government or by independ¬ 
ent experts, or wishes to examine per¬ 
sons whose affidavits or reports have been 
submitted, the contracting officer, in his 
discretion, may hold a hearing, after due 
notice in writing to the contractor. In all 
cases, the contractor should be given full 
opportunity to submit, within a reason¬ 
able time, such additional documents, 
records and other evidence as he deems 
appropriate to support his claim. 
[JTR 752.2J 

§ 847.752-3 Preservation of evidence . 
The contracting officer shall retain in the 
files of the office to which he is attached 
or in the office of the chief of the service 
or bureau, as the chief of the service or 
bureau may direct, a file containing 
copies of all written evidence and other 
data relied upon by him in making his 
findings and determination, except that 
original books of account and other origi¬ 
nal papers and documents may be re¬ 
turned to the contractor in view of his 
obligation to preserve them for examina¬ 
tion in accordance with section 19 (a) of 
the act. [JTR 752.3J 

§ 847.753 Basis of formula determina¬ 
tion . [JTR 7531 

§ 847.753-1 Items allowed. The con¬ 
tracting officer will determine the 
amount due on the claim on the basis 
of the formula in the termination article 
of the contract, without duplicating 
amounts included in negotiated partial 
settlements. Where the contract does 
not contain any formula, the contracting 
officer will determine the amount due 
on the basis of the formula in the appro¬ 
priate approved termination article. 
The items included in the formula of the 
uniform article for fixed-price supply 
prime contracts are discussed in Subpart 
D of Part 845. In applying the formula, 
the cost principles stated in § 845.551 will 
be followed in determining costs. [JTR 
753.11 


§ 847.753-2 Finality of approved ac¬ 
tion. In making a formula settlement, 
the contracting officer will not re-exam¬ 
ine settlements with subcontractors 
made with his approval, or within dele¬ 
gated authority, before or after the 
breakdown of negotiations, and will al¬ 
low the costs of such settlements to the 
contractor under the applicable termi¬ 
nation article as part of the formula set¬ 
tlement. Similarly the contracting of¬ 
ficer will treat as final for the formula 
settlement any other action (such as dis¬ 
positions of property) taken by the con¬ 
tractor before or after the breakdown of 
negotiations in reliance upon the ap¬ 
proval of the contracting officer, or under 
delegated authority. [JTR 753.2] * 

§ 847.753-3 Making of findings. After 
reviewing the information in his own 
office and any additional data or evi¬ 
dence furnished by the prime contrac¬ 
tor, the contracting officer will make his 
findings on the issues still in dispute and 
will transmit a copy of such findings to 
the contractor by registered mail. 
Where the contractor has properly de¬ 
manded findings under section 13 (a) of 
the act, such findings must be delivered 
to him within ninety days after the re¬ 
ceipt of the demand. The contracting 
officer may submit his proposed findings 
to the contractor for comment before 
making them final where he considers 
that such action may facilitate agree¬ 
ment or limit the area of disagreement. 
The findings will refer the contractor to 
his right of appeal within the Depart¬ 
ment and his right of appeal or suit in 
accordance with section 13 of the act. 
[JTR 753.3] 

§ 847.753-4 Report. Where all or any 
part of a claim is settled by formula, 
the contracting officer will promptly for¬ 
ward to the chief of the service or bureau, 
and (directly) to the Readjustment Di¬ 
vision, ASP, or the Industrial Readjust¬ 
ment Branch, OP&M, a copy of the find¬ 
ings prepared in accordance with 
§ 847.754, together with a statement of 
the issues in dispute and the basis of the 
contracting officer’s findings on such is¬ 
sues. [JTR 753.4] 

§ 847.754 Form of findings. [JTR 
754] 

§ 847.754-1 General. The contract¬ 
ing officer will include in his findings the 
material prescribed by the following sec¬ 
tions. [JTR 754.1] 

§ 847.754-2 Contractor’s own costs. 
The contractor’s own costs to be paid 
under the formula settlement will be 
summarized. Ordinarily, this summary 
should substantially conform to the sum¬ 
mary on the standard proposal forms 
contained in §§ 849.862 to 849.863, in¬ 
clusive, should be supported by such ad¬ 
ditional schedules and analyses as the 
contracting officer deems appropriate. 
[JTR 754.2J 

§ 847.754-3 Allowance for profit. The 
findings should show the amount allowed 
by the contracting officer for profit. If 
the prime contract contains the uniform 
termination article, this item of profit 
should show separately (a) the amount 
allowed with respect to the cost of ar¬ 


ticles or materials not processed by the 
contractor, and (b) the amount allowed 
with respect to other costs of the con¬ 
tractor. If the contract contains any 
other form of termination article, the 
contracting officer will include in the 
findings a statement showing the method 
used in computing the profit allowed in 
accordance with the contract provision. 
[JTR 754.31 

§ 847.754-4 Disposal credits. If dis¬ 
posal credits are substantial or cannot 
be appropriately explained in the sum¬ 
mary, the findings should include a sup¬ 
porting schedule. [JTR 754.4] 

§ 847.754-5 Subcontract settlements. 
All settlements with immediate subcon¬ 
tractors should be listed with the name 
and address of each subcontractor and 
the amount of each settlement as ap¬ 
proved by the contracting officer or 
otherwise authorized. [JTR 754.51 

§ 847.754-6 Settlement expenses. A 
schedule should be included for settle¬ 
ment and post-termination expenses, in¬ 
cluding the cost of preserving and pro¬ 
tecting the property. This schedule will 
show briefly the major items by classifi¬ 
cation. with a description where neces¬ 
sary to clarify the figures. [JTR 754.6] 

§ 847.754-7 Aggregate amount due. 
The total amount found to be due to the 
prime contractor will be stated. Any 
amounts payable to the contractor in 
connection with a partial negotiated set¬ 
tlement should be listed separately for 
purposes of information. [JTR 754.71 

§ 847.754-8 Certificate of contracting 
officer. The contracting officer should 
support his findings by a certificate 
stating that in his judgment the amount 
determined to be due for the termination 
is fair and equitable. [JTR 754.81 

§ 847.755 Appeal from findings within 
the War and Navy Departments. [JTR 
7551 

§ 847.755-1 When allowed or required. 
Under section 13 (c) of the act, the con¬ 
tractor in his discretion may resort 
to any procedure for appeal from such 
formula findings provided by the War or 
Navy Department within the time speci¬ 
fied in his contract, or if no time is'speci- 
fled, within thirty days after the delivery 
of the findings to him. Furthermore, if 
so required by regulations of the Direc¬ 
tor, he must take such an appeal before 
resorting to appeal or suit under the act. 
No such regulations have as yet been 
issued by the Director. Any revision of 
the findings upon appeal within the De¬ 
partment is treated as the findings of the 
Department for the purpose of any sub¬ 
sequent appeal or suit under the act. 
[JTR 755.11 

§ 847.755-2 Modification of disputes 
article, (a) Section 13 (c) of the act 
modifies the usual Disputes article as 
applied to termination settlements. Un¬ 
til the Director orders otherwise, the 
prime contractor may appeal from the 
findings of the contracting officer di¬ 
rectly to the Appeal Board established 
by the act or may sue, without appeal 
within the Department. In either case 
the findings of the War or Navy De- 
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partment are prima facie correct but 
are not conclusive even as to questions 

of fact. 

(b) If the contracting officer refuses 
to make a negotiated settlement of all 
or any part of a termination claim, his 
action is not subject to appeal, either 
under the Disputes article or otherwise. 
However, if the prime contractor de¬ 
mands findings on his claim in accord¬ 
ance with section 13 (a) of the act, and 
they are not delivered to him within 90 
days after his demand, he is entiUed to 
appeal or sue without such findings. 
[JTR 755.2] 

§ 847.755-3 Effect of failure to appeal . 
If the prime contractor does not take an 
appeal from the findings of the contract¬ 
ing officer within the time specified in 
the Disputes article of the contract, or 
within the thirty days, they become the 
findings of the War or Navy Department 
with respect to the amount due to the 
contractor on his termination claim or 
the unsettled part thereof. [JTR 755.31 

§ 847.755-4 Duly of contracting offi¬ 
cer on appeal, (a) If the contractor ap¬ 
peals within the War or Navy Depart¬ 
ment from the decision of the contract¬ 
ing officer, the contracting officer will 
transmit (in the War Department, 
through channels; in the Navy, through 
the office of counsel for the bureau con¬ 
cerned) to the appeals agency specified 
in the contract, a true copy of his find¬ 
ings, a statement of the issues in dispute 
and the basis of the contracting officer's 
findings on such issues, and any other 
documents and papers required by the 
rules of the appeals agency. -In his dis¬ 
cretion. he may also submit such other 
schedules, office reviews, audit reports 
and records as he deems appropriate. 

(b) The determination by the appeals 
agency becomes the determination of the 
Department with respect to the termina¬ 
tion claim or unsettled part thereof. 
LJTR 755.41 

§ 847.756 Appeal outside the Depart¬ 
ment. [JTR 7561 

§ 847.756-1 Right of appeal. If the 
contractor does not accept the decision 
of the appeals agency within the De¬ 
partment, the act allows him to appeal 
to the Appeal Board established by sec¬ 
tion 13 of the act, or to bring suit against 
the United States in the Court of Claims 
or in the United States District Court in 
accordance with subsection (20) of sec¬ 
tion 24 of the Judicial Code. This must 
be done within ninety days after delivery 
to him of the findings by the Depart¬ 
ment, or, if he appeals in the Depart¬ 
ment, within ninety days after the de¬ 
cision on his appeal, or within one year 
after his demand for findings, if they are 
not delivered. [JTR 756.1] 

§ 847.756-2 Duty of contracting officer 
on appeal, (a) Immediately upon re¬ 
ceipt of notice of the filing of an appeal, 
the contracting officer will forward copies 
of all documents required to be preserved 
in accordance with § 847.752-3, in the 
case of the War Department, directly to 
the Office of the Judge Advocate General, 
and in the case of the Navy, to counsel 
for the bureau. 


(b) Direct comunication is authorized 
between the Office of the Judge Advocate 
General, ASP, and other offices within 
the War Department having information 
relative to such appeals. [JTR 756.2] 

§ 847.756-3 Appeal Board procedure. 
Pursuant to sections 4 (b) (1) and 13 (d) 
(3) of the act, the Director of Contract 
Settlement has issued Regulation No. 15, 
which establishes rules of practice and 
procedure for the Appeal Board of the 
Office of Contract Settlement. [JTR 
756.31 

§ 847.756-4 Effect of findings on ap¬ 
peal. In any suit or appeal, the findings 
of the Department are prima facie cor¬ 
rect, and the burden is on the contractor 
to establish that the amount due on his 
claim exceeds the amount allowed b y the 
findings of the Department. I JTR 
756.4] 

§ 847.757 Notice and effect of appeals. 
[JTR 757] 

§ 847.757-1 Effect on authority to set¬ 
tle. The pendency of any appeal within 
the Department or before the statutory 
Appeal Board does not affect the au¬ 
thority of the chief of the service or bu¬ 
reau to settle the termination claim or 
any part thereof by a negotiated agree¬ 
ment with the war contractor at any time 
before the appeal is decided. I JTR 
757.1] 

§ 847.757-2 Notice of appeal. The 
chief of the service or bureau will notify 
the Readjustment Division, ASF, or the 
Industrial Readjustment Branch, OP&M, 
of each appeal which is taken to an ap¬ 
peals agency within the Department, and 
of each suit under section 13 (b) of the 
act. [JTR 757.2] 

§ 847.758 Payments under formula 
settlements. I JTR 758] 

§ 847.758-1 Payment on account, (a) 
Within thirty days after delivering to the 
contractor the findings in a formula set¬ 
tlement, the contracting officer will au¬ 
thorize a partial payment to the contrac¬ 
tor of 90 per cent of the amount deter¬ 
mined to be due, after deducting from 
the 90 per cent the amount of any out¬ 
standing interim financing applicable to 
the contract. Such payments shall be 
subject to § 843.345. Before approving 
such a partial payment, the contracting 
officer may require the contractor to sub¬ 
mit a duly certified voucher or invoice 
therefor. 

(b) Any such partial payment shall 
be made upon a voucher or invoice con¬ 
taining substantially the following state¬ 
ment^ 

The payment covered by this voucher is 
made pursuant to section 13 (a) of the Con¬ 
tract Settlement Act of 19*14 and is a partial 
payment of the amount due on the contrac¬ 
tor's termination claim under Contract .... 

__ as determined by the War (or 

Navy] Department in findings dated_ 

__ This payment shall be ap¬ 
plied against the amount finally payable by 
the Government to the contractor on such 
claim. If this payment, together with all 
other payments made on such claim, ex¬ 
ceeds the amount finally payable to the con¬ 
tractor on such claim, the contractor agrees 
to repay the excess to the Government on 
demand. 


(c) The contracting officer will furnish 
the disbursing officer with a certificate 
showing the amount determined by the 
findings to be due on the termination 
claim. [JTR 758.1] 

§ 847.758-2 Final payment, (a) When 
the amount due the contractor on his 
termination claim has been finally de¬ 
termined, a voucher or invoice showing 
the amount so determined to be due, less 
amounts previously paid thereon, will be 
prepared in the usual form and will be 
presented to the disbursing officer for 
payment. 

(b) The voucher or invoice should con¬ 
tain substantially the following state¬ 
ment: 

The payment covered by this Voucher Is a 
full and final payment of the amounts due 
on the contractor’s termination claim under 
Contract -- as determined pur¬ 

suant to section 13 (a) of the Contract Set¬ 
tlement Act of 1044 by the_ 

| War or Navy Department, Appeal Board, 
Court of Claims, District Court] in findings 
dated__ 

(c) There will be attached to the 
voucher or invoice a certificate showing 
the amount determined to be due on the 
claim by the findings or decision referred 
to therein. [JTR 758.2] 

SUBPART F—RECORDS OF SETTLEMENT 

§ 847.760 Scope. This subpart speci¬ 
fies the records to be retained by the 
service or bureau, and those to be re¬ 
tained by war contractors, and fixes the 
responsibility for their maintenance by 
the service or bureau. [JTR 7601 

§ 847.761 Rete ntion of records by Gov¬ 
ernment. [JTR 761] 

§ 847.761-1 Duty to retain. The chief 
of each service or bureau will assure that 
adequate records are kept to substanti¬ 
ate termination settlements. The chief 
of each service or bureau will prescribe 
the manner in which termination settle¬ 
ment records are to be kept. Whenever 
practicable, termination settlement rec¬ 
ords for each settlement should be main¬ 
tained in a single file. [JTR 761.1] 

§ 847.761-2 Period of retention. Such 
records will be kept for at least (a) five 
years after final settlement of the termi¬ 
nated contract, or (b) five years after 
disposition of termination inventory re¬ 
lating to such contract, or (c) five years 
after termination of hostilities in the 
present war, as proclaimed by the Presi¬ 
dent or by a concurrent resolution of the 
two Houses of Congress, whichever ap¬ 
plicable period is longer. Thereafter 
such records will be destroyed only in ac¬ 
cordance with applicable law and regu¬ 
lations. [JTR 761.2] 

§ 847.761-3 Records required to be re¬ 
tained. Unnecessarily voluminous files 
should not be accumulated, particularly 
in the case of small settlements. The 
records or information listed below 
should be retained in the files of the De¬ 
partment in each case, to the extent ap¬ 
plicable. Where any of this information 
is included in the Standard Proposal 
Forms filed by the contractor (see 
§§ 849.961 ta 849.963, inclusive)', or in 
other retained records, separate records 
of such information are not required. 
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(a) Copies of the prime contract, par¬ 
tial and final settlement agreements, and 
any other supplemental agreements ma¬ 
terial to the termination settlement, in¬ 
cluding any which adds or amends the 
termination article. 

(b) Copies of the notice of termination, 
and termination instructions. 

(c) Copies of settlement proposals sub¬ 
mitted by the prime contractor, including 
all supporting statements, schedules and 
certificates. 

(d) Copies of subcontract settlements 
expressly approved or ratified by the con¬ 
tracting officer, and copies of any reports 
of reviews of subcontract settlements by 
Government personnel. 

(e) Records of partial payments or 
other interim financing, including ap¬ 
plications in support thereof. 

(f) Copies of authorizations to war 
contractors for final settlement of their 
subcontractors’ claims and for the dis¬ 
position of termination inventory, and of 
any revocation thereof. 

(g) Reports of accounting or other re¬ 
views for the Government. 

<h) Records of disposal of termination 
inventory. Government-furnished equip¬ 
ment and facilities, and of any credits 
arising therefrom, and copies of any 
storage agreements. 

(i) Memoranda of important con¬ 
ferences with the contractor at which de¬ 
cisions were made affecting the settle¬ 
ment. 

(j> Short report by the contracting 
officer prepared upon the conclusion jpf 
negotiations with the prime contractor, 
indicating the major considerations 
which led to his conclusion that the 
amount provided for in the settlement 
agreement was fair and reasonable. 

(k) Recommendations or decisions by 
settlement review boards, property dis¬ 
posal boards and appeal boards. 

(l) Copy of any-findings made pur¬ 
suant to section 13 (a> of the act as to 
the amount due on termination, with 
the additional records required by 
§ 847.752-3. 

(m) Copies of any final reports or 
recommendations of legal, accounting, 
property disposition and other technical 
personnel with respect to the settlement 
or the negotiation thereof. 

(n) Documents and significant corre¬ 
spondence with regard to counterclaims, 
set-offs, litigation, and other matters af¬ 
fecting the settlement. 

(o> Cutback records required by 
§ 842.231-3. 

(p) Copies of any delegation of au¬ 
thority'by the contracting officer to any 
representative with respect to the settle¬ 
ment and of any revocation thereof. 

(q) Any other records which the con¬ 
tracting officer deems necessary in a par¬ 
ticular case. [JTR 761.31 

§ 847.761-4 Application to direct set- 
tlements with subcontractors. In the 
case of direct settlements with subcon¬ 
tractors, the same records will be main¬ 
tained as prescribed in § 847.761-3 for 
settlements with prime contractors. 
[JTR 761.41 

§ 847.762 War contractors 9 records. 
fa) Section 19 (a) of the act makes it 
unlawful for any person willfully to se¬ 


crete, mutilate, obliterate or destroy, or 
cause to be secreted, mutilated, oblit¬ 
erated or destroyed, any records of a war 
contractor relating to a war contract of 
$25,COO or more, or any records of a war 
contractor or any purchaser relating to 
any disposition of termination inven¬ 
tory, where the consideration involved 
is $5,000 or more, until (1) five years af¬ 
ter such disposition of termination in¬ 
ventory; or <2) five years after the final 
settlement of such w r ar contract; or (3) 
five years after the termination of hos¬ 
tilities in the present war, whichever ap¬ 
plicable period is longer. 

<b) The uniform termination articles 
for fixed price and cost-plus-a-flxed- 
fee supply contracts require the contrac¬ 
tor, for a period of three years after final 
settlement under the contract, to make 
available to the Government, at all rea¬ 
sonable times at the office of the con¬ 
tractor, all its books, records, documents 
and other evidence bearing on the costs 
and expenses of the contractor under the 
contract and in respect of the termina¬ 
tion of work thereunder. These articles 
will require preservation of records in 
cases, if any, not covered by the act, for 
the period stated. 

(c) General Regulation No. 11 of the 
Office of Contract Settlement authorizes 
destruction of war contractors' records 
upon compliance with its provisions re¬ 
lating to the making and retention of 
photographs and microphotographs. 
LJTR 7621 


Part 848— Special Procedures and 
Reports 

Sec. 

848.800 Scope of part. 

SUBPART A—CONSTRUCTION CONTRACTS 


848.810 Scope. 

848.811 Procedure for suspensions of per¬ 

formance under construction 
contracts. 

848.811- 1 Suspensions under war contracts. 

848.811- 2 Suspensions under civil works 

contracts. 

848.812 Basis of settlement for fixed-price 

construction contracts. 

848.812- 1 General. 

848.812- 2 Mobilization costs. 

848.813 Negotiated settlement. 

848.813- 1 Methods. 

848.813- 2 Profit allowance. 

848.814 Formula settlement for termi¬ 

nated fixed-price prime contract 
for construction. 

848.814- 1 Under War Department article. 

848.814- 2 Under Navy Department article. 

848.815 Basis of settlement for cost-plus- 

a-fixed-fee construction con- 
. tracts. 


SUBPART B—CONSOLIDATED TERMINATION PRO¬ 
GRAM FOR SELECTED CONTRACTORS 


848.820 

848.821 

848.821- 1 

848.821- 2 

848.821- 3 

848.822 

848.822- 1 

848.822- 2 

848.822- 3 

848.822- 4 


Scope. 

Scope of consolidated termination 
program. 

Nature and purpose of the pro¬ 
gram. 

Procedures for consolidated ter¬ 
mination program. 

Cooperation on pretermination 
planning. 

Assignment of contractors. 

Qualification of contractors. 

Application of contractors. 

Recommendation of termination 
coordination committee. 

Designation of selected contrac¬ 
tors. 


Sec. 

848.822- 5 

848.822- 6 

848.823 

848.824 

848.824- 1 
843 824-2 

848.824- 3 

848.825 

848.825- 1 

848.825- 2 

848 825-3 

848.825- 4 

848.825- 5 

848.825- 6 

848.826 

848.826- 1 
848 826-2 
848 827 

848.828 

848.829 


Notification of selected contrac¬ 
tors. 

Contractors previously selected. 

Authority for direct communica¬ 
tion. 

Accounting review of settlement 
proposals of war contractors. 

Procedures. 

Recognition of accounting re¬ 
ports. 

Forwarding of claims. 

Property disposal functions of 
designated office. 

Responsibility and authority for 
disposal. 

Recognition of property disposi¬ 
tion reports. 

Survey. 

Preparation of inventory sched¬ 
ules. 

Examination of Inventory sched¬ 
ules. 

Disposal of inventory. 

Reporting and routing procedures. 

War Department procedure. 

.Navy Department procedure. 

Limitations on authority of 
designated office. 

List of assigned contractors. 

Maritime Commission claims. 


SUBPART C—TERMINATION COORDINATION COM¬ 
MITTEES; AUDIT COORDINATION COMMITTEES 


848.830 

848.831 

848.831- 1 

848.831- 2 
848 832 

848 833 

848.834 
848834-1 

848.834- 2 

848.835 

848835-1 

848.835- 2 

848 835-3 

843.835- 4 

848.835- 5 

848.835- 6 

848.835- 7 

848.835- 8 

848.836 

848.837 


Scope. 

Termination coordination com¬ 
mittees. 

Organization of committees. 
Where formed. 

Functions of termination coordi¬ 
nation committees. 
Correspondence. 

Audit coordination committees. 
Organization of committees. 
Where formed. 

Functions of audit coordination 
• committees. 

General. 

Assistance to termination coor¬ 
dination committees. 

Control file. 

Access to Information. 

Physical possession of accounting 
information. 

Elimination of duplication. 
Reliance on accounting informa¬ 
tion. 

Limitation of functions. 
Correspondence. . 

Areas for which committees 
formed. 


SUDPART D—TERMINATION OF WAR CONTRACTS 
WITH WAR SUPPLIES LIMITED (CANADA) 


848.840 

843.841 


848.842 

848.843 

848.843- 1 

848.843- 2 

848.843- 3 

848.843- 4 

848.843- 5 

848.843- 6 

848.843- 7 

848.844 

848.844- 1 

848.844- 2 

848.844- 3 

848.844- 4 


Scope. 

Application of the Contract Set¬ 
tlement Act of 1944 and this 
subchapter. 

Termination article. 

Procedures for settlement. 

Notice of termination. 

Settlement by the Corporation. 
Settlement by service or bureau. 
Termination inventory on settle¬ 
ment by the Corporation. 
Termination inventory on settle¬ 
ment by service or bureau. 
Certificate. 

Settlement agreement. 

Basis of settlement. 

General basis of certificate. 

Effect of certificate. 

Resolution of substantial issues. 
Profit restrictions. 


SUBPART F—GOVERNMENT-OWNED PLANT EQUIP¬ 
MENT UNDER WAR DEPARTMENT CONTRACTS 

848.860 Scope. 

848.860- 1 Property excluded. 

848.860- 2 Definitions. 

843.861 General policies. 
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8*8.861-1 

843.861- 2 

848.861- 3 
843.831-4 

848.861- 5 

848.862 

848.863 

845.863- 1 

848.863- 2 

848.803- 3 

848.803- 4 

848.863- 5 

848.804 

848.864- 1 

848.804- 2 

848.864- 3 

848.804- 4 

848364-5 

848.864- 6 

848.805 

848.885- 1 

848.865- 2 

848.885- 3 


848.865- 4 

848.865- 5 

848.805-6 

848.865- 7 

848.865- 8 
848.866 


848.867 

848.867- 1 

648367-2 

848.867- 3 

848.867- 4 

848.867- 5 
848367-6 
848 867-7 
848368 

848369 

subpart I 


848.890 

848.891 

848.891- 1 

848.891- 2 
848392 

848.892- 1 

848.892- 2 

848.893- 3 

848.892- 4 

848.892- 5 
848392-6 

848.893 

848.893- 1 

848.893- 2 

848.893- 3 

848 893-4 

848.894 


848.804-1 


Plant clearance. 

Coats of dismantling and remov¬ 
ing plant equipment. 

Sales. 

^Responsibility of the war contrac¬ 
tor. 

' Waiver by the War Department. 

Advance preparations. 

Submission of applications for 
disposition of plant equipment. 

When applications are submitted. 

To whom applications are sub¬ 
mitted. 

Action by intervening war con¬ 
tractor. 

Requirements as to Iprm. 

Acceptance of applications. 

Disposition of plant equipment. 

Notice to war contractor in pos¬ 
session. 

Plant equipment required by Gov¬ 
ernment. 

Contractor’s exercise of option. 

Sales to facilitate prosecution of 
the war. 

Scrap determinations and disposi¬ 
tions. 

Report of surplus. 

Removal and storage. 

Dismantling. 

War contractor’s right to remove 
and store at his own expense. 

War contractor’s right to store for 
account and risk of Govern¬ 
ment. 

Storage by the Government. 

Storage with contractor under 
standard storage agreement. 

Compensation for storage. 

Preparation for shipment or stor¬ 
age. 

Acknowledgment of receipt for 
plant equipment removed. 

Verification of plant equipment 
for storage or removal by the 
Government. 

Property accounting requirements. 

Written advice with regard to de¬ 
fective items. 

Movement of items from the war 
contractor’s plant. 

Discrepancies incident to ship¬ 
ment. 

Sale of items of plant equipment. 

Plant equipment scrapped. 

Storage under a storage agreement. 

Final accounting procedures. 

Settlement of liability for losses of 
and damage to plant equipment. 

Authority to contract. 

—REPORTS or STATUS TERMINATIONS 
AND OTHER REPORTS 


Sec. • 

848394-2 Dollar amounts. 

848.894- 3 Order of listing. 

848394-4 Subcontract claims assumed by 
Government. 

848.894- 5 Reconciliation; number of termi¬ 

nations. 

848364-6 Subcontract settlements negoti¬ 
ated by an office other than the 
originating office. 

848.895 Detailed instructions as to stand¬ 

ard fixed-price report forms. 

848.895- 1 Information required on report 

forms. 

848.895- 2 Columns 16. 17. 18. 19. 20. 21; 

Special Instructions for Termi¬ 
nations in Process. 

848.896 Detailed instructions as to stand¬ 

ard War Department cost-plus- 
a-fixed-fee forms. 

848.896- 1 Information required on report 

forms. 

848.896- 2 Status remarks. 

848.896- 3 Revisions of previous month’s en¬ 

tries. 

8483S8 8pecial termination action reports. 
848.898-1 Monthly report of war contrac¬ 
tors authorized to settle sub¬ 
contracts. 

§ 848.800 Scope of part. Parts 841 to 
847, inclusive, of this subchapter pre¬ 
scribe the procedures generally applica¬ 
ble to terminations. This part deals 
with certain variations from these pro¬ 
cedures or supplements to them in the 
case of special classes of war contracts or 
war contractors. It also deals with re¬ 
porting procedures required for termina¬ 
tion. [JTR 8001 

SUBPART A—CONSTRUCTION CONTRACTS 

§ 848.810 Scope. The policies and 
procedures prescribed by Parts 841 to 
847 apply to terminations of war con¬ 
tracts for construction, except to the ex¬ 
tent inappropriate because of the nature 
of these terminations. This subpart 
deals with the principal variations from 
the general procedures. [JTR 810J 

§ 848.811 Procedure for suspensions of 
performance under construction con¬ 
tracts. [JTR 8111 

§ 848.811-1 Suspensions under war 
contracts. The provisions of § 842.217. 
restricting the use of suspensions of per¬ 
formance. apply to construction con¬ 
tracts for military purposes. [JTR 
811.1] 


Scope. 

Duty to submit monthly status re¬ 
ports. 

Reports within War Department. 

Reports within Navy Department. 

Matters covered by status reports. 

Reports for fixed-price contract 
terminations. 

Reports for cost-plus-a-fixed-fee 
contract terminations. 

Reports for facilities terminations. 

Reports of plant clearance; termi¬ 
nation inventory. 

Reports of partial payments. 

Special reports. 

Forms of status reports. 

Standard fixed-price report forms. 

Standard cost-plus-a-fixed-fee re¬ 
port forms. 

Report forms for other termina¬ 
tion actions. 

Number of copies. 

General method of reporting for 
fixed-price and cost-plus-a- 
fixed-fee contract termination 
status reports. 

Successive partial terminations. 


§ 848.811-2. Suspensions under civil 
works contracts. The provisions of 
§ 842.217 do not apply to River and Har¬ 
bor and Flood Control construction con¬ 
tracts. When work is suspended under 
such fixed-price construction contracts, 
the supplemental agreement made un¬ 
der § 842.217-3 will be subject to the ap¬ 
proval of the Chief of Engineers, and 
will provide: 

(a) For compensating the contractor 
for all completed work and for the ex¬ 
pense of demobilizing his plant and or¬ 
ganization; 

(b) For adjusting the contract price 
applicable to the remainder of the work 
under the contract, if and when the Gov¬ 
ernment requests its resumption; and 

(c) For terminating the contract for 
the convenience of the Government, if 
the contracting officer and the con¬ 
tractor disagree as to the adjusted con¬ 
tract price for the remainder of the 


work which the Government desires re¬ 
sumed. [JTR 811.2] 

§ 848.812 Basis of settlement of fixed- 
price construction contracts . [JTR 812] 

§ 848.812-1 General. The approved 
termination article for fixed-price prime 
contracts for construction differs from 
the approved articles for fixed-price 
prime contracts for supplies primarily 
in the basis of settlement. Under the 
construction article, the settlement cov¬ 
ers not merely the terminated portion of 
the contract as under the supply con¬ 
tract article, but also covers all com¬ 
pleted work done under the contract as 
well. Thus the settlement, whether by 
agreement or by formula, compensates 
the contractor for all the work done up 
to the time of termination, and for his 
preparations to complete the contract 
and for his post-termination expenses. 
[JTR 812.11 

§ 848.812-2 Mobilization costs. In all 
fixed-price construction contracts there 
is a “mobilization cost” which is similar 
in many respects to “starting load costs’' 
under fixed-price supply contracts. 
[JTR 812.21 

§ 848.813 Negotiated settlement. [JTR 
813] 

§ 843.813-1 Methods. In negotiating a 
settlement under a terminat ed fixed- 
price construction contract, the policies 
and procedures prescribed in Subpart C 
of Part 845 apply except that the com¬ 
pensation will cover all work previously 
done, as stated in § 848.812-1. [JTR 
813.11 

§ 848.813-2 Profit allouxince. As un¬ 
der a supply contract, the primo con¬ 
tractor under a fixed-price construction 
contract is not allowed any profit on 
work not done before termination. In 
determining the profit allowance, the 
contracting offie’er should take into ac¬ 
count the factors stated in § 845.533. but 
should apply them to all work previously 
done under the contract. [JTR 813.2] 

$ 848.814 Formula settlement for ter¬ 
minated fixed-price prime contract for 
construction. [JTR 8141 

§ 848.814-1 Under War Department 
article. Under the fixed-price construc¬ 
tion contract article of the War Depart¬ 
ment, if the contracting officer and the 
prime contractor do not agree within 90 
days on the amount payable for the ter¬ 
mination, the contractoi* is entitled to 
the following amounts: 

(a) The costs incurred by him with re¬ 
spect to the contract, including those for 
completed portions of the contract; 

(b) The cost of settling subcontracts: 

(c) A percentage of the estimated 
profit on the total contract, based on the 
extent of completion of work under it; 
and 

(d) Post termination expense for tl>e 
protection of property and for settlement. 
The total amount shall not exceed the 
total contract price, and is subject to de¬ 
duction for any payments previously 
made, any unsettled claims for labor or 
materials, and any claim of the Govern- 
ment under the contract. [JTR 814.1] 

§ 848.814-2 Under Navy Department 
article . Under the fixed-price construe- 
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tion contract article of the Navy De¬ 
partment, the prime contractor is en¬ 
titled to the following amounts: 

(a) The contract price adjusted down¬ 
ward equitably to reflect the elimination 
of the terminated portion of the work 
without including any allowance for an¬ 
ticipated profit on the terminated work 
or for expenses covered by (b) below; 

(b) His costs incident to termination 
and not covered by the adjusted price, 
including the cost of any property trans¬ 
ferred to the Government and the cost of 
its protection, and any other reasonable 
expenses incident to termination, ap¬ 
proved by the contracting officer, plus a 
profit of 6 percent on the total of these 
items; and 

(c) The costs of settling terminated 
subcontracts. The total amount shall 
not exceed the total contract price, and 
is subject to deduction for any payments 
previously made to the contractor, and 
any unsettled claims for labor or ma¬ 
terials or any claims of the Government 
under the contract. 1JTR 814.2] 

§ 848.815 Basis of settlement for cost- 
plus-a-fixed-fee construction contracts. 
The procedures prescribed by Subpart 
E of Part 845 for settling terminated cost- 
plus-a-fixed-fee contracts apply to ter¬ 
minated cost-plus-a-fixed-fee construc¬ 
tion contracts. [JTR 815] 

SUBPART B—CONSOLIDATED TERMINATION 
PROGRAM FOR SELECTED CONTRACTORS 

§ 848.820 Scope. This subpart deals 
with the consolidated termination pro¬ 
gram established by the War and Navy 
Departments for selected contractors, the 
designation of offices under that pro¬ 
gram, and their functions. [JTR 820] 

§ 848.821 Scope of consolidated ter- 
ruination program . [JTR 821] 

§ 848.821-1 Nature and purpose of the 
program, (a) The consolidated termi¬ 
nation program (hereafter in this subpart 
sometimes called “the program”) pro¬ 
vides for the assignment of selected con¬ 
tractors to particular services of the War 
Department or offices of the Navy De¬ 
partment for accounting reviews of set¬ 
tlement proposals and disposition of ter¬ 
mination inventories. 

(b) The purpose of the program is to 
avoid the duplication of accounting and 
property disposal work which results 
when a number of services, bureaus, or 
war contractors have supply contracts 
with a particular war contractor and 
make independent accounting reviews 
and property disposal decisions relative 
to termination claims arising under such 
contracts. [JTR 821.1] 

§ 848.821-2 Procedures for consoli¬ 
dated termination program, (a) The 
special feature of the program is reliance 
by one service or bureau upon the ac¬ 
counting reports and property disposal 
decisions of another service or bureau 
and reliance by contractors upon the 
work of Government personnel. The 
other provisions of this subchapter are 
applicable to claims handled under the 
program, except to the extent inconsist¬ 
ent with this subpart. 

(b) Where the office designated in ac¬ 
cordance with § 848.822 delays unduly in 


submitting an accounting or property 
disposal report, or where such reports are 
not considered satisfactory by the con¬ 
tracting officer, he may report the facts 
to the Readjustment Division, ASF, or 
the Industrial Readjustment Branch, 
OP&M. [JTR 821.2] 

§ 848.821-3 Cooperation on pretermi¬ 
nation planning. The designated office 
<a) will cooperate with contracting of¬ 
ficers engaged with assigned contractors 
in advance preparations for termination 
under Subpart B of Part 842; (b) will 
make such accounting reviews of pro¬ 
posals for pretermination settlement 
agreements, and reviews of the property 
disposal actions involved therein, as-may 
reasonably be requested by any such con¬ 
tracting officer; and (c) to the extent 
practicable, will work out pretermina¬ 
tion arrangements, with the assigned con¬ 
tractor relating to the methods and pro¬ 
cedures used in the preparation of settle¬ 
ment proposals and the disposition of 
property under the consolidated termi¬ 
nation program. [JTR 821.3] 

§ 848.822 Assignment of contractors. 
[JTR 822] 

§ 848.822-1 Qualification of contrac¬ 
tors. Contractors who make written ap¬ 
plication in accordance with § 848.822-2 
will be selected for participation in the 
program, subject to the limitations im¬ 
posed by the availability of Government 
personnel, and to the following consider¬ 
ations : 

(a) Whether the assignment will re¬ 
sult in more expeditious settlement of 
termination claims than under the usual 
procedures: 

(b) Whether the contractor has a large 
number of War or Navy Department 
prime contracts or subcontracts for simi¬ 
lar articles sold to numerous different 
war contractors; 

(c) Whether the contractor has or will 
have such a large volume of termination 
claims that utilization of government 
personnel will be economical; and 

(d) Whether the contractor has dem¬ 
onstrated that he can efficiently process 
both his own settlement proposals and 
those of his subcontractors. [JTR 822.1] 

§ 848.822-2 Application of contrac¬ 
tors. Written applications of contractors 
for assignment under the program should 
generally be filed with the chairman of 
the termination coordination committee 
for the area in which the contractor is 
located, but may be filed with any service 
or bureau. Each such application will 
contain the following information: 

(a) (1) Name of contractor and its 
subsidiaries. 

(2) Address of principal office. 

(3) Name and location of contractor's 
plants, including subsidiaries. 

(4) Statement of the plants and sub¬ 
sidiaries to which this program will be 
applicable. 

(5) A brief description of the major 
products being manufactured, indicating 
the services or bureaus for which they 
are manufactured. 

(b) (1) The total number and dollar 
amount of all prime contracts with Gov¬ 
ernment contracting agencies. 


(2) The percentage of such total num¬ 
ber and dollar amount of prime contracts 
applicable to each service or bureau. 

(c) (1) The number and dollar 
amount, estimated if necessary, of all 
subcontracts relating to prime contracts 
with Government contracting agencies. 

(2) The percentage, estimated if nec¬ 
essary, of such total number and dollar 
amount of subcontracts applicable to 
each service bureau. 

(d) (1) The approximate number of. 
and dollar amount of the terminated 
portions of, both prime contracts and 
subcontracts terminated to date, and 
durin" the preceding 4 months. 

(2) The percentage, estimated if nec¬ 
essary, of such number and dollar 

amount applicable to each service and 
bureau. 

(e) (1) The approximate number of. 
and dollar amount of the terminated 
portions of, war contracts terminated 
which have not been settled to date. 

(2) The percentage, estimated if nec¬ 
essary, of such number and dollar 

amount applicable to each service and 
bureau. 

(f) If more than one plant or company 
is to be included under the program, the 
information requested in (b) through (e) 
should be set forth for each such plant or 
company. 

(g) A statement that all termination 
claims of the contractor under War or 
Navy Department prime contracts or 
subcontracts of any tier thereunder will 
be handled under the program, except 
as provided in § 848.827. 

(h) A statement that the contractor 
will make all reasonable efforts to bring 
about the prompt settlement and pay¬ 
ment of the termination claims of sub¬ 
contractors under the terminated war 
contracts of the contractor. In further¬ 
ance of this undertaking the contractor 
will agree: 

(1) To make prompt reviews, where 
necessary, of the termination claims of 
his subcontractors, undertake to nego¬ 
tiate the settlement of such claims, and 
process them in accordance with applica¬ 
ble regulations; 

(2) To accept and promptly to exercise 
any authority granted to him by statute, 
regulation or special authorization from 
a contracting agency, (i) to settle the 
termination claims of his subcontractors, 
(ii) to take appropriate action with re¬ 
spect to termination inventories of such 
subcontractors, or (iii) to make partial 
payments to such subcontractors; 

(3) To make application for a fund 
under § 843.364 in the event that the 
claims of his subcontractors under any 
terminated contract are substantial and 
that partial or final payments to such 
subcontractors cannot otherwise be made 
without unreasonable delay; 

(4) To make partial payments out of 
such fund to such subcontractors 
promptly after receipt of proper applica¬ 
tion therefor, in all cases in which the 
assigned contractor is entitled to receive 
payment or credit from the Government 
in the full amount of such payment, and, 
in other cases, promptly to take appro¬ 
priate action under applicable regula¬ 
tions by completing and forwarding the 
prescribed forms on each application of 





FEDERAL REGISTER, Wednesday, May 9, 1945 5247 


such sub cont ractors for partial pay¬ 
ments. [JTR 822.2] 

§ 848.822-3 Recommendation of ter - 
ruination coordination committee .. (a) 
When an application is filed with a ter¬ 
mination coordination committee, the 
committee will arrange to have it inves¬ 
tigated. Normally, this investigation 
will be conducted by the service of the 
War Department having the predomi¬ 
nant interest in the applicant’s war con¬ 
tracts, as indicated by the application, 
or where the Navy Department has such 
predominant interest, by the appropriate 
local office of the Navy Department. 
After such investigation, the application 
will be forwarded, in accordance with 
paragraph (b) below, with the recom¬ 
mendation of the committee. Such rec¬ 
ommendation shall include: 

(1) Plants of the contractor and its 
subsidiaries to be assigned. 

(2) The department to which the con¬ 
tractor is to be assigned and, in case of 
assignment to the Warf Department, the 
designated office or offices. 

(3) A brief description of the func¬ 
tions. personnel and operations of any 
resident officers of the War and Navy 
Departments previously assigned to the 
contractor. 

(4) A brief description of the termina¬ 
tion organization in each plant of the 
contractor and its subsidiaries. The 
promptness with which subcontractors’ 
claims are being processed and paid and 
the contractor’s efficiency with respect to 
the presentation of Jfiis claim and disposal 
of inventories should be indicated. 

(b) The recommendation, with the 
original of the contractor's application 
attached, will be forwarded for review, 
coordination and approval to the Read¬ 
justment Division. ASF, or the Industrial 
Readjustment Branch, OP&M, depending 
on which department is recommended to 
handle the assigned contractor. In the 
case of the War Department, the recom¬ 
mendation will be forwarded through the 
channels of his service (1) by the mem¬ 
ber of the committee to whose service 
the contractor is recommended for as¬ 
signment. or, if there be no such member, 
(2) by the chairman. In the case of the 
Navy Department, the recommendation 
will be forwarded by the appropriate 
Navy member of the committee. 

(c) Information copies of the recom¬ 
mendation and the contractor’s applica¬ 
tion will be forwarded directly to the 
Readjustment Division, ASF, and the 
Industrial Readjustment Branch, OP&M. 

(d) In the case of the War Depart¬ 
ment, applications filed with the chief of 
a service will ordinarily be referred to 
the representative of that service on the 
appropriate termination coordination 
committee for recommendation in ac¬ 
cordance with this section. If that serv¬ 
ice has no representative on that com¬ 
mittee, such applications will be for¬ 
warded to the Readjustment Division, 
ASF, which will arrange for necessary 
investigation and coordination. In the 
case of the Navy Department, applica¬ 
tions filed with the chief of a bureau will 
be forwarded to the Industrial Readjust¬ 
ment Branch, OP&M, which will arrange 
for necessary investigation and coordi¬ 
nation. [ JTR 822.3J 


§ 848.822-4. Designation of selected 
contractors, (a) The Readjustment Di¬ 
vision, ASF, and the Industrial Read¬ 
justment Branch, OP&M, will review and 
coordinate recommendations with the 
services or offices involved. They will 
then assign contractors, or, in some cases 
appropriate divisions thereof, to individ¬ 
ual services or to the Navy Department. 

(b) In the War Department, the chief 
of the service to which the contractor 
has been assigned will designate a local 
office of his service to perform the ac¬ 
counting work, including the checking 
of the price of inventories, and to per¬ 
form the property disposal work, includ¬ 
ing the determination of the existence 
of inventory and its allocability to the 
terminated contract. The designated of¬ 
fice will be responsible for coordinating 
this work in such a manner as to expe¬ 
dite the settlement of termination claims 
of the assigned contractor in accordance 
with the provisions of this subchapter. 

(c) In the Navy Department, the des¬ 
ignated office will consist of representa¬ 
tives of the Material Inspection Service, 
the Cost Inspection Service, and the 
Navy Material Redistribution and Dis¬ 
posal Administration. The representa¬ 
tive of the Material Inspection Service, 
who is the Navy material inspector 
cognizant of the assigned contractor, 
will have the primary responsibility and 
authority for the designated office to co¬ 
ordinate all functions in order to expe¬ 
dite the settlement of termination claims 
of the assigned contractor in accordance 
with the provisions of tills regulation. 
The Navy material inspector will check 
the existence and quantity of inven¬ 
tories, spot check the price of raw mate¬ 
rials and purchased parts, and determine 
the allocability of inventories to * the 
terminated contract. The Cost Inspec¬ 
tion Service will designate a Navy Cost 
Inspection Office to perform accounting 
w ork, and the Navy Material Redistribu¬ 
tion & Disposal Administration 
(NMR&DA) will designate a Field Dis¬ 
posal Office to perform property disposal 
work, for all services and bureaus. 

(d) When an office designated under 
paragraph (b) above checks the existence 
of inventory under, or its allocability to. 
a terminated Navy Department prime 
contract or subcontract thereunder, such 
office may request the cognizant Navy 
material inspector to furnish such rea¬ 
sonable technical assistance of inspec¬ 
tors, engineers, or other appropriate per¬ 
sonnel as may be necessary. When an 
office designated*^ Under paragraph (c) 
above checks the existence of inventory 
under, or its allocability to, a terminated 
War Department prime contract or sub¬ 
contract thereunder, such office may re¬ 
quest the technical inspector of the ap¬ 
propriate service for similar technical 
assistance. [JTR 822.41 

§ 848.822-5 Notification' of selected 
contractors . When a war contractor has 
been assigned to a designated office, that 
office will notify the contractor in writ¬ 
ing of the selection and of the scope of 
the work to be handled by the designated 
office for the services and bureaus. In¬ 
formation copies of the notice will be 
forwarded to the Readjustment Division, 


ASF, and the Industrial Readjustment 
Branch, OP&M. [JTR 822.51 

§ 848.822-6 Contractors previously sc- 
lected. Contractors selected prior to the 
effective date of this subchapter will be 
required to take action with respect to 
the claims of their subcontractors in ac¬ 
cordance with § 848.822-(h). [JTR 
822.6] 

§ 848.823 Authority for direct com - 
munication . When a contracting officer 
desires information regarding a claim 
involving a contractor assigned to a des¬ 
ignated office under this program, his 
request for such information will be made 
directly to that designated office. Any 
designated office is authorized to com¬ 
municate directly with war contractors, 
contracting officers or appropriate offices 
of the services or bureaus as to any mat¬ 
ters relating to the terminate d co ntracts 
of the assigned contractor. [JTR 823] 

§ 848.824 Accounting review of settle¬ 
ment proposals of war contractors. [JTR 
824] 

§ 848.824-1 Procedures, (a) All set¬ 
tlement proposals of the assigned con¬ 
tractor will be filed with the designated 
office, except as provided in § 848.827. 
That office will make office accounting 
reviews of such pi'oposals, and will make 
further accounting reviews as requested 
by a contracting officer or by a higher 
tier war contractor. Even without, or in 
advance of, such requests, the designated 
office will make field accounting reviews, 
where such examination would be made 
in accordance with the established prac¬ 
tice of the designated office. Unless re¬ 
quested by the contracting officer in a 
specific case, the accounting report will 
not be forwarded by a designated office 
in the War Department until the prelim¬ 
inary property disposal report described 
in § 848.826-1 is available for attachment. 

(b) The Joint Termination Account¬ 
ing Manual applies to the review and 
examination of settlement proposals un¬ 
der the consolidated termination pro¬ 
gram in the same manner as any other 
settlement proposals. Where the as¬ 
signed contractor submits settlement 
proposals as a subcontractor, the report 
form set forth in paragraph 113 of the 
Joint Termination Accounting Manual 
will be used. 

(c) With respect to subcontractors’ 
settlement proposals included as part of 
the assigned contractor’s settlement pro¬ 
posal, the designated office may make 
office accounting reviews. Where field 
accounting reviews of such subcontrac¬ 
tors’ settlement proposals are required 
to be made by Government personnel, 
arrangements for such reviews will be 
made by the designated office. [JTR 
824.1] 

§ 848.824-2 Recognition of accounting 
reports . Contracting officers, prime con¬ 
tractors, and subcontractors under prime 
contracts of the War and Navy Depart¬ 
ments will accord accounting reports 
made under this program the same rec¬ 
ognition as accounting reports prepared 
by their own personnel. [JTR 824.2] 

§ 848.824-3 Forwarding of claims, (a) 
Where a claim relates to a War Depart- 
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ment prime contract, the settlement 
proposal, with the inventory schedules 
and accounting and property disposal 
reports attached, will be forwarded to 
the contracting officer. Where a claim 
relates to a subcontract under a War De¬ 
partment prime contract, the proposal, 
with the schedules and reports attached, 
will be delivered to the assigned contrac¬ 
tor for transmission to his customer, and 
a copy thereof will be forwarded directly 
to the contracting officer under the prime 
contract. 

(b) Where a claim relates to a Navy 
Department prime contract, or to a sub¬ 
contract under a Navy Department 
prime contract, and the amount of the 
claim exceeds $10,000, the settlement 
proposal, with the inventory schedules 
and accounting and property disposal re¬ 
ports attached, will be forwarded to the 
Navy material inspector cognizant of the 
assigned contractor. 

(c> Where a claim not exceeding $10,- 
000 relates to a subcontract under a Navy 
Department prime contract, the settle¬ 
ment proposal, with the accounting and 
property disposal reports attached, will 
be delivered to the assigned contractor 
for transmission to his customer. IJTR 
824.31 

§ 848.825 Property disposal functions 
of designated office. [JTR 825 J 

§ 848.825-1 Responsibility and au¬ 
thority for disjyosal. (a) The designated 
office in the case of a contractor assigned 
to the War Department, or the NMR&DA 
in the case of a contractor assigned to 
the Navy Department, shall have the au¬ 
thority and responsibility with respect to 
termination inventories, whether arising 
under War or Navy Department prime 
contracts or subcontracts thereunder, 
which the contracting officer for the War 
Department, or the NMR&DA for the 
Navy Department, has under Part 844 of 
this subchapter, except as modified by 
this subpart. When the designated office 
is in the War Department, and the prime 
contract is a War Department contract, 
such authority and responsibility of the 
designated office shall also extend to ter¬ 
mination inventories of subcontractors of 
the assigned contractor, other than an¬ 
other assigned contractor and his lower 
tier subcontractors. When the desig¬ 
nated office is in the Navy Department, 
or the prime contract is a Navy Depart¬ 
ment contract, the designated office shall 
have no authority or responsibility with 
respect to termination inventories of sub¬ 
contractors of the assigned contractor. 

(b) A designated office, required to 
take action under this section (1) shall 
take such action in accordance with the 
procedure of the War Department serv¬ 
ice to which the contractor is assigned, 
or of the Navy Department; and (2) may 
arrange to have such action taken by 
another office within its service or its 
Department. 

(c) Property disposal personnel of the 
designated office shall promptly begin 
disposal action with respect to termina¬ 
tion inventory to the extent possible be¬ 
fore receipt of a copy of the inventory 
schedules, except items included in pro¬ 
duction or supply lists or significant ma¬ 
terials referred to in § 848.825-6; and for 


the purpose of such disposal action, reli¬ 
ance will be placed on the contractor’s 
representations as to allocability. 

(d) The responsibility and authority 
of the designated office with respect to 
disposal of termination inventory as set 
forth in paragraphs (a) and (b) above 
include the approval of sales and reten¬ 
tions by the contractor, and the report¬ 
ing to disposal agencies and removal and 
storage, in accordance with Part 844, of 
those portions of the termination inven¬ 
tories which have not otherwise been dis¬ 
posed of. When the designated office is 
in the War Department, such authority 
and responsibility shall also include any 
required review by a disposal board of 
property disposal action. When the 
designated office is in the Navy Depart¬ 
ment, any required review shall be made 
in accordance with usual Navy Depart¬ 
ment procedures. 

(e) Where the designated office is in 
the War Department, the provisions of 
Subpart I of Part 844 shall apply to ter¬ 
mination inventory, title to which has 
been taken by the Government, and ac¬ 
countability for such property will be 
established by an accountable property 
officer in the service of the designated 
office. In such cases, however, where the 
termination inventory includes Govern¬ 
ment-owned property previously fur¬ 
nished to the contractor by the War De¬ 
partment,the requirements of § 844.493-2 
will be observed. Where the designated 
office is in the Navy Department, the 
records prescribed in Subpart I of Part 
844 will not be required, even though the 
inventory relates to War Department 
contracts. I JTR 825.1 ] 

§ 848.825-2 Recognition of property 
disposition reports. Contracting officers, 
prime contractors, and subcontractors 
under prime contracts of the War or 
Navy Department will recognize and 
accept as final and conclusive for all 
purposes the prices and other terms and 
conditions on which any termination in¬ 
ventory has been retained, disposed of 
or otherwise properly accounted for by 
the assigned contractor with the ap¬ 
proval of the designated office. [JTR 
825.21 

§ 848.825-3 Survey. When a war 
contractor is assigned to a designated 
office, property disposal personnel of 
that office should make a comprehensive 
survey of the war contractor’s proce¬ 
dures for property disposal. [JTR 825.3] 

§ 848.825-4 Preparation of inventory 
schedules. The designated office (in the 
case of the Navy, the cognizant Navy 
material inspector) will advise the con¬ 
tractor in the preparation of his inven¬ 
tory schedules. Contractors will be re¬ 
quired to list on separate schedules the 
items of material included in production 
and supply lists which the contracting 
officer or the Navy material inspector 
has previously furnished to the contrac¬ 
tor. Contractors will submit inventory 
schedules for both War and Navy De¬ 
partment contracts directly to the desig¬ 
nated office (in the case of the Navy, the 
cognizant Navy material inspector). 
[JTR 825.4] 

§ 848.825-5 Examination of inventory 
schedules. The designated office will 


determine whether inventory schedules 
are in satisfactory form for storage and 
removal purposes. [JTR 825.5J 

§ 848.825-6 Disposal of inventory. 
Approval by the designated office of dis¬ 
positions of inventory submitted by the 
contractor is subject to the following 
limitations: 

(a) Production and supply items. 
Production and supply items are mate¬ 
rials which the War or Navy Department 
requires for its own use. A list of such 
items required by the Navy Department 
is included in the Navy Material Inspec¬ 
tion Service Manual on Contract Ter¬ 
mination. (This Manual may be ob¬ 
tained by designated offices from the Re¬ 
adjustment Distribution Center, for¬ 
merly the Joint Army-Navy Termina¬ 
tion Regulation Distribution Office, 90 
Church Street, New York 7, New York.) 
Lists of items required by services of the 
War Department may be published from 
time to time. The designated office shall 
not dispose, or approve the disposition, 
of items included in production and sup¬ 
ply lists, but shall forward copies of the 
inventory schedules listing such items 
tp the contracting service or, in the case 
of Navy contracts, to the Navy material 
inspector cognizant of the contractor, to 
be handled in accordance with the pro¬ 
cedures applicable to the disposition of 
such items. If no shipping instructions 
have been received ten days before ex¬ 
piration of the plant clearance period, 
the designated office shall proceed with 
removal and storage of the production 
and supply items. 

(b) Material subject to special ar¬ 
rangements. Each service or bureau 
which has a special arrangement under 
§ 844.457-3 or Chapter 10 of the Navy 
Material Inspection Service Manual on 
Contract Termination with respect to the 
disposition of termination inventory will 
furnish the designated office with copies 
or summaries thereof, together with in¬ 
structions and procedures to be followed, 
and no action with respect to any such 
termination inventory shall be taken ex¬ 
cept in accordance therewith; but if no 
shipping instructions have been received 
ten days before expiration of the plant 
clearance period, the designated office 
shall proceed with removal and storage 
of such inventory. 

(c) Significant materials. (1) The 
designated office will exercise its judg¬ 
ment as to what significant items of 
material, if any, in addition to those 
included in paragraphs (a) and (b), 
should be submitted to the contracting 
service or bureau for consideration. In 
the case of War Department contracts, 
the designated office shall report the 
existence and quantities of such items 
directly to the contracting service, and, 
in the case of Navy Department con¬ 
tracts, to the cognizant Navy material 
inspector, with a request that disposition 
instructions be sent promptly to the des¬ 
ignated office, if such items are desired. 

(2) The designated office shall take no 
action with respect to the disposition of 
such significant materials for a period of 
fifteen days from the date of reference. 
If at the expiration of such period the 
designated office has not received disposi¬ 
tion instructions covering such materials, 
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and in no event later than the expiration 
of the plant clearance period, it shall 
proceed with their disposition. LJTR 
825.6J 

§ 848.828 Reporting and routing pro¬ 
cedures . tJTR 826 J 

§ 848.826-1 War Department proce¬ 
dure. (a) In the case of contractors 
assigned to a designated office in the 
War Department, property disposal per¬ 
sonnel of that office will ordinarily make 
a preliminary report and a final report, 
but the two may be combined where 
appropriate. 

<b) A preliminary report will cover ap¬ 
proval of the inventory schedules as to 
form, the extent of examinations made 
to verify the existence of the materials 
included in the inventory schedules, com¬ 
ments as to the allocability of that mate¬ 
rial to the terminated contract, and any 
dispositions made prior to the date of the 
report. It will be submitted to the ac¬ 
counting personnel as soon as possible 
after the receipt of the inventory sched¬ 
ules, so that it may be attached to the 
report of the accounting review. 

(c) A final report will indicate all dis¬ 
posal actions which have been taken with 
respect to the inventory, including ap¬ 
provals of sales or diversions by the con¬ 
tractor, and scrapping determinations, 
and will snow the property to which title 
has been taken for the Government. It 
will be submitted to the contracting of¬ 
ficer under the applicable prime contract 
at the time disposal action is completed 
and in no event later than the end of the 
plant clearance period. Where the report 
relates to inventory under a subcontract, 
a copy thereof will also be given to the 
assigned contractor for submission to his 
customer. [JTR 826.11 

§ 848.826-2 Navy Department proce¬ 
dure. (a) In the case of contractors as¬ 
signed to the Navy Department, the Navy 
material inspector will approve inven¬ 
tory schedules as to form, and forward 
them to the Field Disposal Officer and 
Field Accounting Officer. He will then 
determine and report to those officers 
on the quantity and existence of such 
materials, their allocability to the con¬ 
tract and the pricing of the raw materials 
and purchased parts. The Field Ac¬ 
counting Officer will attach the inventory 
schedules to the reviewed settlement 
proposal and forward them to the Navy 
material inspector. 

(b) The Field Disposal Officer will re¬ 
port to the Navy material inspector im¬ 
mediately on property dispositions made 
prior to the receipt of the approved 
schedules, and, at the time disposal ac¬ 
tion is completed, but in no event later 
than the end of the plant clearance pe¬ 
riod. will report to such inspector on 
credits established, approvals of sales or 
retentions by the contractor, scrapping 
determinations, and property which has 
been stored or removed. [JTR 826.21 

§ 848.827 Limitations on authority of 
designated office, (a) In exceptional 
cases the contracting officer under a 
prime contract may limit the authority 
of a designated office with respect to that 
contract and subcontracts thereunder. 
Each such case shall be reported imme¬ 
diately by the designated office to the 
No. 92-11 


Readjustment Division, ASF, and to the 
Industrial Readjustment Branch, OP&M. 

(b) Accounting personnel of a desig¬ 
nated office in the War Department shall 
have no responsibility with respect to any 
cost-plus-8-fixed-fee contracts except 
those of the service of the designated of¬ 
fice. Accounting personnel of the desig¬ 
nated office in the Navy Department shall 
have no responsibility with respect to 
any War Department cost-plus-a-fixed- 
fee contracts. 

(c) Material to which the Government 
has title under cost-plus-a-fixed-fee con¬ 
tracts or other contracts shall be dis¬ 
posed of as provided in § 844.444. 

(d) Settlement proposals and proposed 
property disposal actions may be sub¬ 
mitted by the assigned contractor as a 
subcontractor to the designated office, 
notwithstanding the fact the higher tier 
war contractor has authority to take final 
action with respect thereto. Nothing in 
this subpart, however, shall impair any 
such authority of a higher tier war con¬ 
tractor, or prevent the assigned contrac¬ 
tor from submitting any settlement pro¬ 
posal or proposed property disposal ac¬ 
tion to such higher tier war contractor 
where that contractor has authority to 
enter into a final settlement agreement 
or to authorize property disposal action 
without further approval. [JTR 827] 

§ 848.828 List of assigned contractors. 
A list of the contractors assigned under 
the consolidated termination program 
will be issued from time to time through 
the Readjustment Distribution Center 
(formerly the Joint Army-Navy Termi¬ 
nation Regulation Distribution Office), 
90 Church Street, New York 7, New York, 
and sent to the holders of this subchap¬ 
ter. [JTR 8281 

§ 848.829 Maritime Commission 
claim, (a) The Maritime Commission 
has requested that, to the extent deemed 
feasible by the War and Navy Depart¬ 
ments, claims under its prime contracts 
and subcontracts thereunder be included 
in the consolidated termination program. 
Such claims may be included by the Re¬ 
adjustment Division, ASF, in the case of 
a contractor assigned to a service of the 
War Department, and by the Industrial 
Readjustment Branch, OP&M, in the case 
of a contractor assigned to the Navy De¬ 
partment. 

(b) Where claims of an assigned con¬ 
tractor under Maritime Commission con¬ 
tracts have been included in the program, 
the designated office shall take action 
thereon in accordance with this subpart. 
If the designated office is in the War De¬ 
partment, it may apply thereto the pro¬ 
cedures applied to claims under contracts 
of its service. If the designated office is 
in the Navy Department, it may apply 
thereto Navy Department procedures. 

(c) Where a claim relates to a Mari¬ 
time Commission prime contract, the set¬ 
tlement proposal, with the inventory 
schedules and accounting and property 
disposal reports attached, will be for- 
warded by the designated office to the 
contracting officer. Where a claim re¬ 
lates to subcontracts under a Maritime 
Commission prime contract, the proposal, 
with the schedules and reports attached, 
will be delivered by the designated office 
to the assigned contractor for transmis¬ 


sion to his customer, and a copy thereof 
will be forwarded directly to the con¬ 
tracting officer under the prime contract. 

(d) The designated office may take 
action in accordance with § 848.825 with 
respect to termination inventory under 
Maritime Commission prime contracts 
and subcontracts thereunder, unless and 
except to the extent that the Maritime 
Commission has furnished a list of items 
of termination inventory required by the 
Commission for its own use. Items ap¬ 
pearing on any such list shall be for¬ 
warded to the Maritime Commission in 
accordance with its shipping instruc¬ 
tions. If no shipping instructions have 
been received ten days before the expira¬ 
tion of the plant-clearance period, the 
designated office shall proceed with the 
removal and storage of such items. 
[JTR 829] 

SUBPART C—TERMINATION COORDINATION 

committees; audit coordination com¬ 
mittees 

§ 848.830 Scope. This subpart deals 
(a) with the termination coordination 
committees established by the War and 
Navy Departments for the coordination 
of activities and interchange of informa¬ 
tion relative to contract terminations in 
particular areas and (b) with the termi¬ 
nation functions of the audit coordina¬ 
tion committees established by the two 
Departments in particular areas. [JTR 
8301 

§ 848.831 Termination coordination 
committees. [JTR 831] 

§ 848.831-1 Organization of commit¬ 
tees. Each termination coordination 
committee is composed, for the War De¬ 
partment. of representatives of the serv¬ 
ices having district or regional procure¬ 
ment offices in the area served by the 
committee, and, for the Navy Depart¬ 
ment, of representatives, functioning in 
that area, of the Material Inspection 
Service, Cost Inspection Service. Navy 
Material Redistribution and Disposal Ad¬ 
ministration and Industry Cooperation 
Division, OP&M (all referred to in 
§§ 848.831-2 and 848.832 as "services”). 
The chairman of each audit coordination 
committee in the area is an ex-officio 
member of the termination coordination 
committee. Representatives of other 
contracting agencies may also participate 
as members of such committees. The 
responsibility for designating the chair¬ 
man of each termination coordination 
committee is vested, for the War De¬ 
partment, in the services designated by 
the Readjustment Division, ASF, and, 
for the Navy Department, in the Indus¬ 
trial Readjustment Branch, OP&M. 
[JTR 831.11 

§ 848.831-2 Where formed, (a) There 
are set forth in § 848.837; (1) the areas 
for which termination coordination com¬ 
mittees have been formed, and (2) the 
responsibility for the designation of the 
chairmen, by reference to a service of 
the War Department, or to the Navy 
Department. 

(b) Where the local office of a service 
operates in more than one of the areas 
listed in § 848.837, representatives should 
be appointed by that office to the termi- 
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nation coordination committee for each 
area, t JTR 831.2] 

§ 848.832 Functions of termination 
coordination committees. (a) The ter¬ 
mination coordination committees shall 
perforin within their respective areas the 
following functions: 

(1) Exchange information regarding 
termination problems of mutual interest 
to the different services. 

(2) Coordinate the activities of the 
services in the training of contractor 
personnel on termination matters and 
the dissemination of public information 
regarding this regulation and termina¬ 
tion procedures. 

(3) Coordinate advance preparations 
with contractors for termination. 

(4) Recommend to the Readjustment 
Division, ASP, and the Industrial Read¬ 
justment Branch, OP&M, in accordance 
with §§ 848.822-3 and 848.833, the des¬ 
ignation of contractors for the consoli¬ 
dated termination program described in 
Subpart B of this part. 

(5) Coordinate such other termination 
activities as may be specifically directed 
or approved by the Readjustment Divi¬ 
sion, ASF, or the Industrial Readjust¬ 
ment Branch, OP&M. 

(b) The chairman of each termina¬ 
tion coordination committee is respon¬ 
sible for performance by the committee 
of the foregoing functions. Each com¬ 
mittee will have a full-time secretary ap¬ 
pointed by the chairman from the per¬ 
sonnel of his service. Under the direc¬ 
tion of the chairman, the secretary shall 
furnish information regarding the com¬ 
mittee's activities to interested Govern¬ 
ment personnel and contractors. 

(c) The functions of the committees 
will be performed through subcommittees 
on specific subjects, such as training and 
information, pretermination planning, 
and interim financing. 

(d) Any accounting matter, within the 
functions of the audit coordination com¬ 
mittees, as described in § 848.835, will be 
referred to the audit coordination com¬ 
mittee for the area through its chairman. 

(e) It is not within the authority of 
the termination coordination committees 
to issue their own interpretations of this 
subchapter or to perform any functions 
otherwise assigned by this subchapter. 
tJTR 832] 

§ 848.833 Correspondence (a) Com¬ 
mittee recommendations for the assign¬ 
ment of contractors under the consoli¬ 
dated termination program will be for¬ 
warded by the committee representative 
of the service or of the Navy Department 
to which assignment is recommended, 
through its regular channels. An in¬ 
formation copy of each recommendation 
will be sent directly to the Readjustment 
Division, ASF. and to the Industrial Re¬ 
adjustment Branch, OP&M. All other 
formal communications from or to a 
termination coordination committee will 
be addressed to or initiated by the chair¬ 
man of the committee through the reg¬ 
ular channels of his service or of the 
Navy Department. An information copy 
of any communication from the commit¬ 
tee will be sent directly to the Readjust¬ 
ment Division, ASF, and to the Industrial 
Readjustment Branch, OP&M, but action 


will be taken only after receipt through 
regular channels of the original com¬ 
munication. Two copies of the minutes 
of each meeting will be sent directly to 
the Readjustment Division, ASF, and to 
the Industrial Readjustment Branch, 
OP&M. 

(b) Inquiries to higher authority re¬ 
lating to individual cases or problems of 
operation or adiqjnistration which are 
the specific responsibility of the chief of 
a service or bureau should not be initiated 
by or forwarded through a termination 
coordination committee, but should be 
initiated by the interested office of that 
service or bureau and forwarded through 
its regular channels. [JTR 833 ] 

§ 848.834 Audit coordination commit - 
tees. [JTR 8341 

§ 848.834-1 Organization of commit¬ 
tees. Each audit coordination commit¬ 
tee is composed of an accounting repre¬ 
sentative of each of the services of the 
War Department and of the Cost In¬ 
spection Service of the Navy Department 
(all referred to in § 848.834 through 
§ 848.836 as “services") in each area in 
which such services desire representa¬ 
tion. Accounting representatives of 
other contracting agencies may also par¬ 
ticipate as members of such committees. 
I JTR 834.1 J 

§ 848.834-2 Where formed, (a) The 
areas for which audit coordination com¬ 
mittees have been formed are the same 
as those listed in § 848.837. 

(b) No new committee will be organ¬ 
ized and no committee will be dissolved 
without written authority from the Joint 
Army-Navy Audit Committee described 
in § 841.142-4. [JTR 834.2] 

§ 848.835 Functions of audit coordi¬ 
nation committees. [JTR 835] 

§ 848.835-1 General In addition to 
the duties with respect to continuing 
war contracts assigned to the audit co¬ 
ordination committees, each such com¬ 
mittee shall make appropriate local ar¬ 
rangements for the interchange of 
accounting information among the serv¬ 
ices, and to the fullest extent feasible, 
will otherwise coordinate their termina¬ 
tion accounting activities so as to mini¬ 
mize duplication of dealings with con¬ 
tractors. In carrying out this program, 
the audit coordination committees 
should endeavor to develop the desired 
coordination on the most flexible basis, 
taking into consideration local condi¬ 
tions. [JTR 835.11 

§ 848.835-2 Assistance to termination , 
coordination committees. Upon request 
by any.subcommittee of the termination 
coordination committee for an area, the 
audit coordination committee serving 
the same area shall assign one of Its 
members to advise that subcommittee 
on accounting matters. [JTR 835.2] 

§ 848.835-3 Control file. Each audit 
coordination committee will establish a 
control office and maintain therein a 
control file of all contractors in the 
area served by the committee concern¬ 
ing which a service has compiled ac¬ 
counting information. The control file 
will be designed to show what account¬ 
ing work, if any, has been performed by 


each service represented on the com¬ 
mittee with respect to: 

(a) Pre-termination accounting sur¬ 
veys and agreements; 

(b) Field examinations of contractors' 
termination settlement proposals; 

(c) Audits of cost-plus-a-fixed-fee 
contracts; 

(d) Unit cost studies and examina¬ 
tions made in connection with forward 
pricing; 

(e> Audit and distribution of over¬ 
head under Master Ship Repair and Al¬ 
teration and similar type contracts; 

(f) Renegotiation of contracts; and 

(g) Any othei*reviews in which the 
accounting information compiled is 
deemed suffici ently important to war¬ 
rant listing. [JTR 835.3] 

§ 848.835-4 Access to information. 
Access to accounting information and 
work papers In the possession of a serv¬ 
ice will be granted only to representa¬ 
tives of the War or Navy Department or 
other contracting agencies; except that 
such information and papers may be 
made available to another war contrac¬ 
tor to the extent, and subject to the 
limitations and conditions, which the 
contractor to which the information re¬ 
lates may in writing authorize. Nothing 
in this section shall authorize or require 
any departure from any applicable 
regulations relating to th e dis closure of 
classified information. [JTR 835.4] 

§ 848.835-5 Physical possession of 
accounting information. The audit co¬ 
ordination committees shall not have 
physical possession of or control over ac¬ 
counting information. Such information 
should remain in the possession of the 
service which compiled it. Representa¬ 
tives of other services or contracting 
agencies should arrange with the service 
having the information to review it in 
the office of that service. [JTR 835.51 

§ 848.835-6 Elimination of duplica¬ 
tion. Before undertaking termination 
accounting work with respect to a war 
contractor, a service should normally in¬ 
quire of the local control office to de¬ 
termine what accounting information 
regarding that contractor is available in 
the offices of other services. Existing 
pertinent accounting information should 
be utilized in order to eliminate duplica¬ 
tion of effort. [JTR 835.6] 

§ 848.835-7 Reliance on accounting 
information. The accounting informa¬ 
tion obtained by a service through the 
audit coordination committee from an¬ 
other service will be accorded the same 
recognition as information compiled by 
the accounting pers onnel receiving such 
Information. [JTR 835.7] 

§ 848.835-8 Limitation of functions. 
The functions of the audit coordination 
committees with respect to terminations 
are limited to those described in this 
§ 848.835, and do not include any ad¬ 
ministrative responsibility with respect 
to particular contractors. It remains the 
duty of the service responsible for termi¬ 
nation settlement (or accounting mat¬ 
ters related thereto), or in the case of 
contractors assigned under the consoli¬ 
dated termination program, the desig¬ 
nated office, to determine questions of 
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accounting policy and procedure. [JTR 

835.81 

§ 848.836 Correspondence. All corre¬ 
spondence relating to the functions and 
operations of an audit coordination com¬ 
mittee will be transmitted by the chair¬ 
man of that committee through the regu¬ 
lar channels of his service to the Joint 
Army-Navy Audit Committee described 
in § 841.142-4. An information copy of 
each letter will be sent directly to the 
Office of the Fiscal Director. Head¬ 
quarters, ASF. and to the Director, Cost 
Inspection Service. Bureau of Supplies 
and Accounts, Navy' Department. [JTR 
8361 

§ 848.837 Areas for which committees 
formed, (a) This paragraph sets forth: 
(1) the areas for which termination co¬ 
ordination committees and audit coordi¬ 
nation committees have been formed, 
and (2) the responsibility for the desig¬ 
nation of the chairmen of the termina¬ 
tion coordination committees, by refer¬ 
ence to a service of the War Department, 
or to the Navy Department: 

Atlanta_Navy Department 

8tates of North Carolina, 8outh Carolina, 
Georgia, Florida, Tennessee, Alabama, and 
Mississippi. 

Baltimore_Navy Department 

State of Virginia, the District of Columbia, 

and the State of Maryland excluding the 
counties of Garrett and Allegheny. 

Boston-*_Navy Department 

States of Maine, New Hampshire, Vermont, 
Rhode Island, and Massachusetts except the 
counties of Berkshire, Hampshire. Hampden, 
and Franklin in western Massachusetts. 

Chicago_Ordnance Department 

State of Iowa; counties of Crawford. Rich¬ 
land, Grant. Iowa, Lafayette. Green, and 

Rock in the State of Wisconsin; counties of 
Hancock, McDonough, Fultom Mason. Sanga¬ 
mon, Macon, Moultrie. Coled? and Clark and 
all counties north thereof in the State of 
Illinois; and the counties of Benton, White, 
CarroU, Cass, Miami, Wabash, Huntington, 
Wells, and Adams and all counties north 
thereof in the State of Indiana. 

Cincinnati-Ordnance Department 

State of Kentucky; that portion ot the 
State of Ohio which is south of the counties 
of Mercer, Auglaise, Shelby, Champaign, Mad¬ 
ison, Franklin. Fairfield. Licking. Muskingum. 
Guernsey, and Belmont; and that portion of 
the State of Indiana which is south of the 
counties of Benton, White. Carroll, Cass, 
Miami, Wabash, Huntington, Wells, and 
Adams. 

Cleveland-Ordnance Department 

That portion of the State of Ohio which is 
north of the counties of Darke. Miami, Clark, 
Fayette, Pickaway, Hocking, Perry, Morgan, 
Noble, Belmont, and Jefferson. 

Detroit-Ordnance Department 

That portion of the State of Michigan 
which is between Lakes Michigan and Huron 
(the area known as the Lower Peninsula). 

Dallas-Chemical Warfare Service 

States of Louisiana, Texas, and Oklahoma; 
the counties of Benton, Carroll, Madison, 
Franklin, Sebastian, Crawford, Washington, 
Polk. Howard, Sevier, Little River, Miller. 
Lafayette, and Hempstead in the State of 
Arkansas; the counties of Montgomery. Wil¬ 
son, Neosho. Crawford, Cherokee, and Labette 
lu the State of Kansas; and the counties of 


McDonald, Barry, Stone, Christian, Greene. 
Dade, Lawrence. Newton, Jasper, and Barton 
in the State of Missouri. 

Denver---Army Air Forces 

States of Colorado, New Mexico, and 
Wyoming. 

Kansas City_Army Air Forces 

State of Kansas except the counties of 
Montgomery, Wilson, Neosho, Crawford, 
Cherokee, and Labette; and the counties of 
Meraer, Grundy, Livingston, Carroll, Saline, 
Pettis, Benton, Hickory, Dallas, Polk, Cedar, 
Vernon, and all counties west and north 
thereof in the State of Missouri; and the 
State of Nebraska. 

Los Angeles___Army Air Forces 

State of Arizona; Clark County in Nevada; 
and the southern part of the State of Cali¬ 
fornia including the counties of Santa Bar¬ 
bara, Kern, and San Bernardino, and all 
counties south thereof. 

Milwaukee-Navy Department 

State of Wisconsin except the counties of 
Crawford, Richland, Grant, Iowa. Lafayette, 
Green, Rock, and except all counties west of 
Iron, Vilas, Oneida, Lincoln, Marathon, Wood, 
Juneau, and Sauk; and that portion of the 
State of Michigan known as the Upper 
Peninsula. 

Minneapolis-St. Paul_Corps of Engineers 

States of Minnesota, North Dakota, and 
South Dakota and the counties of Douglas, 
Bayfield, Ashland, Burnett. Washburn, Saw¬ 
yer, Price, Polk, Barron, Rusk, Taylor, St. 
Croix, Chippewa. Pierce. Pepin, Eau Claire, 
Clark, Buffalo, Trem-Aleau, Jackson, La¬ 
crosse, Monroe, Dunn, and Vernon In the 
State of Wisconsin. 

New York_Army Air Forces 

Lower New York State consisting of the 
counties of Ulster, Dutchess, Sullivan. Orange, 
Putnam, Rockland, Westchester. Bronx. New 
York, Kings, Richmond, Queens, Nassau, and 
Suffolk; and that portion of the State of New 
Jersey north of Mercer, Burlington, and 
Ocean Counties. 

Philadelphia_Quartermaster Corps 

State of Delaware; the counties of Mercer, 
Burlington, and Ocean and all counties south 
thereof in the State of New Jersey; and that 
portion of the State of Pennsylvania which is 
east of the counties of Potter, Clinton. Centre, 
Huntingdon, and Franklin. 

Pittsburgh_Ordnance Department 

State of West Virginia; the counties of 
Garrett and Allegheny In the State of Mary¬ 
land; the counties of Potter, Centre, Clinton. 
Huntingdon, Franklin, and all counties west 
thereof in the State of Pennsylvania; and 
the counties of Jefferson and Belmont in the 
State of Ohio. 

Rochester_Army Air Forces 

State of New York except the counties of 
Ulster, Dutchess, Sullivan. Orange. Putnam, 
Rockland, Westchester, Bronx. New York, 
Kings, Richmond, Queens, Nassau, and Suf¬ 
folk in lower New York State. 

St. Louis_Ordnance Department 

State of Arkansas except the counties of 
Benton, Carroll, Madison, Franklin, Sebas¬ 
tian, Crawford, Washington, Polk. Howard, 
Sevier, Little River, Miller, Lafayette, and 
Hempstead; that portion of the State of Mis¬ 
souri which is east of the counties of Mercer, 
Grundy, Livingston, Carroll, Saline. Pettis. 
Benton, Hickory, Dallas, Greene. Christian, 
and Stone; and that portion of the State of 
Illinois south of the counties of Hancock, 
McDonough. Fulton, Mason, Sangamon, Ma¬ 
con, Moultrie, Coles, and Clark. 


San Francisco-Navy Department 

State of Utah; State of Nevada except 
Clark County; and the northern part of the 
State of California including the counties of 
San Luis Obispo. Kings. Tulare, Inyo, and all 
counties north thereof. 

Seattle-Army Air Forces 

States of Washington, Oregon, Idaho, and 
Montana. 

Springfield, Mass_Ordnance Department 

State of Connecticut and the counties of 
Berkshire, Hampshire, Hampden, and Frank¬ 
lin in western Massachusetts. 

SUBPART D—TERMINATION OF WAR CONTRACTS 

WITH WAR SUPPLIES LIMITED (CANADA) 

§ 848.840 Scope. This subpart con¬ 
tains the procedures and policies to be 
followed upon termination at the op¬ 
tion of the Government of prime con¬ 
tracts between any service or bureau and 
War Supplies Limited. These procedures 
and policies are set forth in and are con¬ 
sistent with a letter of understanding 
dated January 8. 1945 signed by the Sec¬ 
retary of the Navy, the Under Secretary 
of War, and the President of War Sup¬ 
plies Limited. War Supplies Limited is 
referred to in this Part as the "Corpora¬ 
tion". These procedures and policies su¬ 
persede anything to the contrary con¬ 
tained in any termination provision 
forming part of any contract between 
the War or Navy Department and the 
Corporation. LJTR 840J 

§ 848.841 Application of the Contract 
Settlement Act of 1944 and this subchap¬ 
ter. Neither the act nor this subchapter 
applies to war contracts of the War or 
Navy Department made or to be per¬ 
formed outside the continental limits of 
the United States, except to the extent 
that, as set forth in § 841.111-3, some or 
all of the provisions thereof are made 
applicable to any such contracts. The 
termination and settlement of prime con¬ 
tracts between the War or Navy De¬ 
partment and the Corporation are gov¬ 
erned by this subchapter to the extent 
set forth in this subpart. Except as 
set forth in §§ 848.843-3. 848.843-4 and 
848.843-5, the termination and settle¬ 
ment of subcontracts under such con¬ 
tracts will be governed by the policies and 
procedures of the Canadian Government 
rather than those set forth in this sub¬ 
chapter. [JTR 8411 

§ 848.842 Termination article. A spe¬ 
cial termination article, set forth in 
§ 849.938. is provided for fixed-price sup¬ 
ply contracts between the Corporation 
and the War or Navy Department. This 
article will be inserted in all such con¬ 
tracts at the time of execution, and may 
be included by amendment in such exist¬ 
ing contracts, either prior or subsequent 
to the service of a notice of termina¬ 
tion. [JTR 842] 

§ 848.843 Procedures for settlement . 
[JTR 843] 

§ 848.843-1 Notice of termination . 
(a) The service or bureau will send 
appropriate notice of termination of a 
Corporation contract and related docu¬ 
ments to the Washington office of the 
Corporation at 1205 15th Street, N.W., 
Washington, D. C. 
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(b) The service or bureau and the 
Corporation will agree on the number 
of copies of each instrument required 
for files and distribution. IJTR 843.1 1 

§ 848.843-2 Settlement by the Corpo¬ 
ration . (a) Except as provided in 

§ 848.843-3, the Corporation, acting 
through the Canadian Department of 
Munitions and Supply, will settle and 
pay the termination claims of its sub¬ 
contractors (including United States 
subcontractors) in accordance with the 
principles and procedures applied gener¬ 
ally by the Canadian Government in the 
termination at its option of its own war 
contracts. In the case of United States 
subcontractors, the Corporation may re¬ 
ly on such assistance in checking, veri¬ 
fying and certifying claims and inven¬ 
tories as may be available from the repre¬ 
sentatives of the War and Navy Depart¬ 
ments, if any, located in the United 
States subcontractors 1 plants. Such as¬ 
sistance will be made available by the 
services and bureaus, on request, to the 
extent that it is possible to do so without 
substantially impairing the performance 
by such representatives of their other 
functions. 

(b) The service or bureau will review 
with the Corporation the progress of 
any termination settlement if advice has 
not been received of its completion with¬ 
in three months after the effective date 
of the termination, t JTR 843.21 

§ 848.843-3 Settlement by service or 
bureau. (a) Upon notice to the Corpo¬ 
ration, a service or bureau may settle 
directly or settle and pay directly ter¬ 
mination claims of United States sub¬ 
contractors to the extent that such serv¬ 
ice or bureau deems such action neces¬ 
sary or desirable for the expeditious and 
equitable settlement of such claims. In 
such cases, the service or bureau shall 
obtain any necessary authority in ac¬ 
cordance with §§ 846.661, 846.662, and 
846.667, and in effecting such settle¬ 
ments shall follow to the extent appli¬ 
cable the procedures of § 846.663. The 
service or bureau will promptly report 
to the Corporation the amount of each 
such direct settlement and any amount 
which it has elected to pay directly upon 
such settlements. 

(b) Whenever a United States sub¬ 
contractor requests a service or bureau 
to settle or settle and pay its termina¬ 
tion claim, the service or bureau may 
agree to do so in accordance with the 
provisions of this section. 

(c) To assist the service or bureau to 
make direct settlements with United 
States subcontractors, the Corporation 
will upon request, notify the service or 
bureau of any set-off or counterclaim 
that it or any higher tier Canadian cus¬ 
tomer may have against the particular 
United States subcontractor; will assign 
to the service or bureau all its interest 
under any United States subcontract to 
be settled by such service or bureau; will 
use its best efforts to obtain any neces¬ 
sary consent of any Canadian war con¬ 
tractor to such direct settlement; and 
will render, and endeavor to cause Cana¬ 
dian war contractors to render, such fur¬ 
ther assistance as may be requested. 
[JTR 843.3] 


§ 848.843-4 Termination inventory on 
settlement by the Corporation, (a) Ex¬ 
cept as provided in paragraph (b) below, 
any termination inventory in the plants 
of subcontractors shall be retained, dis¬ 
posed of. or otherwise accounted for un¬ 
der the policies and procedures of the 
Canadian Government. 

(b) A United States subcontractor 
may retain or dispose of termination in¬ 
ventory at prices considered reasonable 
by the Corporation. Where, at any time 
after the termination of a United States 
subcontract, it appears likely to the Cor¬ 
poration or to the subcontractor that, 
after final settlement, there will be any 
such termination inventory not so re¬ 
tained or disposed of. the subcontractor 
may prepare inventory schedules, in the 
form and manner required by § 844.427, 
in order to start the plant clearance pe¬ 
riod referred to in § 844.413. Such 
schedules will be submitted, in the case 
of the War Department, to the contract¬ 
ing officer of the service with which the 
Corporation executed the prime contract, 
and in the case of the Navy, to the Navy 
material inspector cognizant of the sub¬ 
contractor. After the submission of such 
schedules, the responsibility for the re¬ 
moval and storage of the termination 
inventory therein listed will be that of 
the service or bureau. Such responsibil¬ 
ity shall be governed by and fulfilled in 
accordance with the applicable provi¬ 
sions of Part 844. 

(c) Except as provided in paragraph 
(b) above, or unless otherwise agreed, 
no termination inventory (except articles 
completed and on hand at the effective 
date of termination) will be turned over 
to the War or Navy Department as part 
of any termination settlement with the 
Corporation. The object will be to ex¬ 
press the whole obligation of the War or 
Navy Department on the termination of 
each contract with the Corporation as a 
specified dollar amount. [JTR 843.4] 

§ 848.843-5 Termination inventory on 
settlemeiit by service or bureau. Where 
the service or bureau settles directly the 
termination claims of a United States 
subcontractor, his termination inventory 
shall be dealt with and accounted for in 
accordance with Part 844. TJTR 843.5] 

§ 848.843-6 Certificate. On the basis 
of settlements made by the Corporation 
and any settlements made (but not paid) 
by the service or bureau, the Corporation 
will determine the net amount, if any. 
which is fairly and reasonably owing by 
the War or Navy Department on account 
of a terminated prime contract and will 
certify this amount to the service or 
bureau on the form of certificate set 
forth at § 849.989-1. [JTR 843.6] 

§ 848.843-7 Settlement agreement. 
On the basis of the certificate the service 
or bureau will prepare a settlement 
agreement in the form set forth at 
§ 849.989-2. The settlement agreement 
will be executed by both parties, and pay¬ 
ment. if any, will be made thereon in 
usual course. [JTR 843.7] 

§ 848.844 Basis of settlement. [JTR 
844 J 

§ 848.844-1 General basis of certifi¬ 
cate. (a) The net amount certified by 


the Corporation for payment will, in gen¬ 
eral, be based upon the net amounts 
found to be due under settlements made 
with subcontractors, other than those 
United States subcontractors whose 
claims are to be paid directly by the War 
or Navy Department, (so far as such 
amounts are properly allocable to the 
terminated contract between the Cor¬ 
poration and the War or Navy Depart¬ 
ment) , less appropriate credits for reten¬ 
tion or disposal of termination inventory, 
tools and equipment. 

(b) The amount of any such credit 
may be established either by appraisal 
or by actual sale, asrthe Corporation in 
its discretion in each instance may deem 
proper. In no event, however, will the 
amount determined to be owing by the 
War or Navy Department Include any 
charges, costs, or expenses which under 
any agreement between the Corporation 
or the Canadian Government and the 
War or Navy Department are not to be 
included as factors of cost. [JTR 844.11 

§ 848.844-2 Effect of certificate. The 
certificate by the Corporation will be 
accepted as the basis for the settlement 
agreement with the Corporation without 
further inquiry by the service or bureau, 
except as further inquiry may be made 
pursuant to § 848.844-3, and except that 
any formal or patent errors, discrepan¬ 
cies or omissions in the certificate may 
be resolved directly by such service or 
bureau by agreement with the Corpora¬ 
tion. [JTR 844.2] 

§ 848.844-3 Resolution of substantial 
issues. Any service of the War Depart¬ 
ment will refer through channels to the 
Readjustment Division, ASF, and any 
bureau of the Navy Department will re¬ 
fer to the Industrial Readjustment 
Branch, OP&M. any substantial issues, 
whether of a general or specific nature, 
which may arise in connection with the 
termination of contracts with the Cor¬ 
poration. The Readjustment Division, 
ASF, and the Industrial Readjustment 
Branch, OP&M, will resolve any such is¬ 
sues. where necessary, by agreement with 
the Corporation. [JTR 844.3] 

§ 848.844-4 Profit restrictions . All 
payments made by the War or Navy De¬ 
partment to the Corporation on account 
of terminated contracts will remain sub¬ 
ject to the basic agreement set forth in 
a letter September 10, 1942, from the 
Corporation to the Under Secretaries of 
War and Navy and to the Chairman of 
the Maritime Commission with reference 
to the limitation of profits derived un¬ 
der contracts placed by the War or Navy 
Department with the Corporation. [JTR 
844.41 

SUBPART F — GOVERNMENT-OWNED PLANT 

EQUIPMENT UNDER WAR DEPARTMENT CON¬ 
TRACTS 

§ 848.860 Scope. This subpart applies 
only to the War Department. It deals 
with the policies and procedures of the 
War Department pursuant to section 
12 (g) of the act with respect to the re¬ 
moval, storage, maintenance, or other 
disposition of Government-owned ma¬ 
chinery, tools and equipment furnished 
to or acquired by a war contractor under 
a War Department facilities contract. 
[JTR 8601 
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§ 848.860-1. Property excluded. This 
subpart dees not deal with machinery, 
tools or equipment (a) owned by the De¬ 
fense Plant Corporation, (b) furnished 
under Emergency Plant Facilities Con¬ 
tracts (see Volume 5, No. 205, ^Federal 
Recister. October 19,1940) or other con¬ 
tracts under which the War Department 
has a contractual right to acquire title 
so long as title has not passed to the Gov¬ 
ernment, (c) located in a Government- 
owned plant, except as provided in 
§ 848 860-2 (4). (d) furnished under 
training school contracts, or (e) which 
are or are treated as termination inven¬ 
tory under the provisions of Fart 844. 
LJTR 860.11 

§ 848.860-2 Definitions. As used in 
this subptu t, the following terms shall 
have the following meanings: 

(a) Plant equipment. The term 
“plant equipment” means Government- 
owned machinery, tools and equipment 
furnished or acquired under a War De¬ 
partment facilities contract. 

(b) Idle plant equipment. The term 
“idle plant equipment” means plant 
equipment which is no longer required 
by a war contractor for performance of 
any of his war contracts. Plant equip¬ 
ment not actually in use will not be con¬ 
sidered idle so long as it is reasonably 
expected that it will be required in the 
completion of performance of such con¬ 
tracts. Plant equipment will be consid¬ 
ered idle if the work for which it is be¬ 
ing used may be performed by consoli¬ 
dation of work on other plant equipment 
at the war contractor’s plant without 
impairing the efficiency of his war pro¬ 
duction. 

(c) Facilities contract. The term “fa¬ 
cilities contract” means an oral or 
written lease, rental agreement or other 
contract or subcontract, or provisions of 
a supply, construction, or other contract 
or subcontract, specifically governing 
the use, retention, storage, maintenance 
or disposition of Government-owned 
plant equipment furnished to or ac¬ 
quired by the war contractor by or from 
the Government (directly or through an 
intervening war contractor) for use in 
war production. 

(d) Contractors plant. The term 
“contractor’s plant” includes the struc¬ 
tures, buildings or premises in or upon 
which the war contractor performs his 
war production and which are (1) owned 
by the war contractor; (2) leased by the 
war contractor from a party other than 
the Government; or (3) leased by the 
war contractor from the Government, 
to the extent that the chief of the serv¬ 
ice may make some or all of the provi¬ 
sions of this subpart applicable, but 
only so long as the structures, buildings 
or premises leased from the Government 
are used for war production. 

(e) Contracting officer . The term 
“contracting officer” shall include his 
representatives as defined in § 844.415-1. 

(f) Intervening war contractor. The 
term “intervening war contractor” means 
the next higher tier war contractor or 
subcontractor under whom the w T ar con¬ 
tractor holds the plant equipment. 

<g) Application . The term “applica¬ 
tion” means an application for disposi¬ 
tion of plant equipment, together with 


supporting schedules, submitted In ac¬ 
cordance with § 848.863. 

(h) Option. The term “option” shall 
include any right given to the war con¬ 
tractor to acquire title to plant equip¬ 
ment whether on specified terms or upon 
terms to be negotiated, including any 
right of first refusal. IJTR 860.21 

§ 848.861 Gener a l policies. TJTR 
8611 

§ 848.861-1 Plant clearance, (a) Sec¬ 
tion 12 (g) of the act provides that when¬ 
ever a war contractor no longer requires 
for the performance of any war contract 
any plant equipment installed in his 
plant for the performance of a war con¬ 
tract, the war contractor may demand its 
removal and, upon receipt of such de¬ 
mand in writing, the Government will 
remove such equipment within a period 
of 60 days unless the Government and 
the war contractor, by a facilities con¬ 
tract or otherwise, have made or make 
other provisions for the retention, stor¬ 
age, maintenance or disposition of such 
plant equipment. 

(b) The Office of Contract Settlement 
has promulgated General Regulation No. 
4 dated September 28. 1944 to implement 
section 12 (g> of the act. It is the policy 
of the War Department to clear idle plant 
equipment from war contractor’s plants 
as expeditiously as possible in order to 
facilitate other war production or recon¬ 
version to civilian production. It is like¬ 
wise the policy to effect such clearance 
in all cases where the war contractor 
has fulfilled all his contractual obliga¬ 
tions as to dismantling and preparation 
of the plant equipment for storage or 
shipment and without regard to whether 
the war contractor has fulfilled his obli¬ 
gations as to the care and maintenance 
of the plant equipment while in use; 
however, such clearance shall not relieve 
the w-ar contractor of liability for failure 
to perform the latter obligations. LJTR 
861.11 

§ 848.861-2 Costs of dismantling and 
removing plant equipment, (a) The ob¬ 
ligation to perform the operation of (1) 
dismantling plant equipment, (2) pre¬ 
paring and preserving it for storage, (3) 
preparing it for shipment and (4) remov¬ 
ing it from the war contractor’s plant, 
and the question of whether any or all of 
such operations shall be performed at 
Government expense, are not uniformly 
treated in facilities contracts. This is 
largely the result of periodic changes in 
standard forms. Many facilities articles 
and leases obligate the w r ar contractor to 
perform the operation of dismantling 
plant equipment at his own expense but 
obligate the Government to remove the 
plant equipment at the Government’s ex¬ 
pense. A few facilities contracts obligate 
the war contractor to perform the opera¬ 
tion of dismantling but provide for the 
reimbursement of his costs of so doing. 
Some contracts contain provisions obli¬ 
gating the Government to remove plant 
equipment from the w f ar contractor's 
plant or provide that the w r ar contrac¬ 
tor’s expense of removal will be reim¬ 
bursed to him by the Government, and 
are silent on the dismantling and prepar¬ 
ing for shipment in which case “remove” 
and “removal” may fairly be interpreted 
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to include dismantling and preparing for 
shipment. Similarly, the contract, while 
providing that the war contractor shall 
prepare for shipment, may be silent on 
other matters, in which case “prepare for 
shipment” may fairly be interpreted to 
include dismantling. 

(b) It is the policy of the War Depart¬ 
ment that the Government shall bear 
the cost of dismantling plant equipment, 
preparing and preserving it for storage, 
preparing it for shipment and removing 
it from the contractor’s plant, except to 
the extent that the facilities contract or 
any other contract clearly requires the 
contractor to bear such expense. 

(c) With the exception of the few in¬ 
stances in which it is necessary to com¬ 
ply with express covenants for reconver¬ 
sion, it is the policy of the War Depart¬ 
ment (see §§ 802.238 (b) and 810.1003 of 
this chapter) that the Government will 
not bear any part of the cost of recon¬ 
verting the contractor’s plant to commer¬ 
cial production. In connection with the 
dismantling of plant equipment and its 
removal from the contractor’s plant, this 
policy is interpreted to prohibit reim¬ 
bursement of the contractor (or the as¬ 
sumption by the Government of the 
obligation to perform the w f ork) for any 
items of expense relating to the restora¬ 
tion, repair, or alteration of the premises 
in order to correct a condition which w'as 
created by or resulted from the installa¬ 
tion of the plant equipment. (For exam¬ 
ple, reimbursement will not be made for 
the cost of removal of footings or filling 
of pits which were constructed for the 
installation of the plant equipment. 
Similarly, reimbursement will not be 
made for the costs of repairing or filling 
holes or apertures in floors, walls or 
roofs which were made as an incident to 
installations and remain after disman¬ 
tling and removal.) 

(d) It is recognized, however, that in¬ 
cidental structural damage may in some 
cases be caused to the premises by the 
operations of dismantling the plant 
equipment or removing it from the plant. 
Wherever such damage is directly and 
intentionally caused in the process of 
performing an operation which the Gov¬ 
ernment is obligated by the terms of the 
particular contract to perform (or for 
the performance of w T hich the Govern¬ 
ment is obligated to reimburse the con¬ 
tractor). the obligation will be inter¬ 
preted to include the repair of such 
incidental damage at Government ex¬ 
pense. (For example, assuming the con¬ 
tract is construed to require the Govern¬ 
ment to remove but not to dismantle 
plant equipment or to reimburse the con¬ 
tractor for doing so, the obligation would 
include the expense of opening or de¬ 
stroying and the subsequent rebuilding 
of a wall, partition or floor in cases where 
the removal of the plant equipment, as 
distinguished from its dismantling, re¬ 
quired such opening or destruction. In 
case the contract obligates the Govern¬ 
ment to dismantle the plant equipment 
or to reimburse the contractor for doing 
so, the obligation would include the ex¬ 
pense of the repair of any structural 
damage directly and intentionally caused 
in the process of dismantling.) [JTR 
861.21 
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5 843.861-3 Sales. The contracting 
office will endeavor to dispose of rftant 
equipment pursuant to any option which 
a war contractor may have to acquire 
such plant equipment. In the absence 
of such option, the contracting officer 
may dispose of any plant equipment to 
war contractors or other persons as au¬ 
thorized in § 848 864-4. Unless otherwise 
provided by the facilities contract, dis¬ 
positions pursuant to this section will 
be restricted to plant equipment which is 
not required by the War Department as 
provided in § 848.864-2. [JTR 861.3] 

§ 848.861-4 Responsibility of the ivar 
contractor . War contractors should re¬ 
view their requirements for plant equip¬ 
ment from time to time to determine 
which items they wish to acquire pur¬ 
suant to options contained in their facili¬ 
ties contracts or otherwise and to ascer¬ 
tain which items are no longer required 
by them for war production. If the war 
contractor wishes to waive his option, or 
if the facilities contract contains no op¬ 
tion, the war contractor will submit 
an application as provided in 5 848.863 
as soon as any plant equipment covered 
by this subpart becomes idle. [JTR 
861.41 

§ 848.861-5 Waiver by the War De¬ 
partment. (a) Most facilities contracts 
provide that the war contractor will 
maintain idle plant equipment in standby 
and storage for specific periods. In or¬ 
der to expedite plant clearance, the Gov¬ 
ernment’s standby and storage rights 
will be waived for all or part of the pe¬ 
riod provided in the facilities contract 
in accordance with paragraphs (b), (c) 
and (d) below. 

(b) The contracting officer will waive 
the Government’s standby rights in every 
case unless directed otherwise by the 
chief of his service. The chief of the 
service will not’ direct contracting offi¬ 
cers to withhold waiver of standby rights 
unless the service has a bona fide re¬ 
quirement for such standby. 

(c) The contracting officer will waive 
the Government’s storage rights in every 
case unless (1) the war contractor is 
willing to store the plant equipment, or 

(2) the contracting officer determines 
that storage with the war contractor will 
not interfere with his war production or 
reconversion to civilian production and 
is required by the service in the best in¬ 
terests of the Government. 

(d) Prior to the receipt of an applica¬ 
tion, the Government’s storage and 
standby rights may be waived upon such 
terms and conditions and with or with¬ 
out consideration, as the chief of the 
service may direct. After receipt of the 
application the waiver of such rights in 
accordance with subparagraphs (b) and 
(c) will be without consideration. [JTR 
861.51 

§ 848.862 Advance preparations, (a) 
The policies and procedures to be fol¬ 
lowed in respect to the advance prepara¬ 
tion for termination of war contracts are 
set forth in Subpart B of Part 842. Ad¬ 
vance preparations will, as far as prac¬ 
ticable, be made with respect to the re¬ 
moval and disposition of plant equip¬ 
ment which may become idle. These 
preparations will be in aid of and con¬ 


sistent with the policies and procedures 
set out in this subpart. 

(b) Many of the steps to be taken in 
accordance with this subpart are sus¬ 
ceptible of advance preparation which 
will expedite removal of the plant equip¬ 
ment when it becomes idle. Advance 
preparation should include the following 
matters: 

(1) The preparation of satisfactory 
schedules of plant equipment to be sub¬ 
mitted with the application for disposi¬ 
tion. In this connection it is necessary 
that as far as possible comparison and 
correlation be made of the property rec¬ 
ords of the war contractor, the property 
records of the accountable property offi¬ 
cer and the facilities contract under 
which the plant equipment is held. 
Wherever possible, differences in the de¬ 
scriptions of an item of plant equip¬ 
ment should be reconciled and elimi¬ 
nated. To the greatest extent possible, 
resolution of problems of liability for 
losses of and damage to plant equipment 
should be made in advance of the time 
for mass plant clearance. 

(2) Agreement with the war contrac¬ 
tor as to methods of facilitating the veri¬ 
fication of schedules of plant equipment 
to be removed and the inspection for 
condition required by § 848.866. In par¬ 
ticular. wherever possible, arrangement 
should be made for the inspection by 
Government personnel of power driven 
plant equipment while still under power. 
In many cases such inspection can con¬ 
veniently be made by Government pro¬ 
duction inspectors. 

(3) Determinations as to which plant 
equipment will be required by the Gov¬ 
ernment for purposes of supply, war 
production or war reserve pursuant to 
§ 848.864-2. 

(4) Determinations as to exercise or 
waiver of options as referred to in 
§ 848 864-3, as well as the method of 
financing in case the option is exercised. 

(5) Determinations in respect to plant 
^equipment that may be treated as scrap 

and subsequent disposition thereof as set 
out in § 848.864-5. 

(6) Determinations in respect to prep¬ 
aration for shipment or storage pursuant 
to SWPA Manual “Guide for the Storage 
of Plant Equipment and Termination 
Material” and arrangements for the pro¬ 
curement of materials required in con¬ 
nection therewith. 

(7) Determinations in respect to re¬ 
moval and storage as set out in § 848.865. 

(8) The waiver of rights under the fa¬ 
cilities contract to standby or storage 
referred to in § 848.861-5. 

(c) It should be noted that a careful 
administration of the facilities contract, 
including periodic inspection of plant 
equipment for condition and use during 
the course of the contract, will tend to 
dispose of many problems relating to the 
plant equipment, particularly problems 
of liability for losses of or damage to 
plant equipment. In this connection, the 
attention of the contracting officer is 
directed to TM 14-910. War Department 
Industrial Property Accounting Manual 
for Cost-Plus-A-Fixed-Fee Supply Con¬ 
tracts. December 1, 1944 and TM 14-911, 
Accounting for Government Property 
Furnished under Fixed-Price Contracts, 
June 1, 1944. LJTR 862] 


§ 848.863 Submission of applications 
for disposition of plant equipment. [JTR 
863] 

§ 848.863-1 When applications are 
submitted, (a) War contractors in pos¬ 
session of idle plant equipment will sub¬ 
mit applications for disposition of such 
plant equipment. Including supporting 
schedules, promptly after it becomes idle. 
Preparation and submission of such ap¬ 
plications will not be delayed because of 
contract provisions for standby or stor¬ 
age. Where substantial portions of the 
plant equipment become idle at one time, 
partial applications may be submitted. 
In aid of sound administration, however, 
war contractors should not repeatedly 
submit partial applications covering 
minor amounts of plant equipment. 

(b) The receipt of an application by 
the contracting officer in satisfactory 
form as provided in § 848.863-4 will start 
the running of the plant clearance period 
as to the items of plant equipment which 
have been listed in the removal schedule 
and as to which, therefore, a waiver of 
option rights by the war contractor has 
been executed. [JTR 863.1] 

§ 848.863-2 To whom applications arc 
submitted . (a) Applications will be sub¬ 
mitted to the contracting officer. In the 
event that the plant equipment is held 
by a war contractor under another war 
contractor, the application will be sub¬ 
mitted to the contracting offeer through 
the intervening war contractor unless 
the rights and obligations of the inter¬ 
vening war contractor with respect to 
the plant equipment have been extin¬ 
guished. 

<b) Where the application has been 
submitted through an intervening war 
contractor, the war contractor in pos¬ 
session will forward an information copy 
directly to the contracting officer; how¬ 
ever, the plant clearance period will not 
commence to run until the contracting 
officer has received the application from 
the intervening war contractor. [JTR 
863.2] 

§ 848.863-3 Action by intervening war 
contractor . Where an intervening war 
contractor receives an application for the 
disposition of plant equipment, he will 
execute the waiver contained therein or 
will indicate thereon his intention to ex¬ 
ercise any option he may have to acquire 
any of the plant equipment listed mere- 
on. Thereupon, he will promptly for¬ 
ward the application directly to the con¬ 
tracting officer or, if there be another 
intervening war contractor, to the con¬ 
tracting officer through such intervening 
war contractor. [JTR 863.3] 

§ 848.863-4 Requirements as to form. 
(a) Applications will be submitted sub¬ 
stantially in the form set forth in 
§ 848.974-1 in accordance with the in¬ 
structions contained therein. The in¬ 
formation required by the form and in¬ 
structions must be furnished in a man¬ 
ner satisfactory to the contracting officer. 

(b) Part 12 (g) of the act requires 
that the war contractor submit a written 
demand for the removal of plant equip¬ 
ment by the Government. The submis¬ 
sion of an application to the contracting 
officer in satisfactory form will consti¬ 
tute such a*written demand by the war 
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contractor for removal of the plant 
equipment listed on the remoral sched¬ 
ule. (JTR 863.4] 

§ 848.863-5 Acceptance of applica¬ 
tions. The contracting officer upon re¬ 
ceipt of an application (other than an 
information copy contemplated under 
§ 848.863-2) will determine promptly 
whether it is satisfactory in form. If the 
application is not satisfactory, he will 
return it, together with a statement of its 
deficiencies, to the war contractor in 
possession of the plant equipment di¬ 
rectly, or if appropriate, to the interven¬ 
ing war contractor, within ten days after 
its receipt. The ^plication will be 
deemed to have been returned on the 
date it is mailed, or delivered by hand, 
to such war contractor. If the applica¬ 
tion has not been returned within ten 
days after its receipt, it will be consid¬ 
ered satisfactory in form for purposes 
of plant clearance. [JTR 863.51 

§ 848.864 Disposition of plant equip¬ 
ment. [JTR 864] 

§ 848.864-1 Notice to war contractor in 
possession. Within twenty days after he 
receives an application satisfactory in 
form, the contracting officer will notify 
the war contractor in possession which 
items the Government: 

(a) Requires to be dismantled and 
prepared for storage or shipment in ac¬ 
cordance with instructions furnished; 

(b) Is willing to dispose of to the war 
contractor in possession: 

(1) In accordance with the terms of 
the option; 

(2) In accordance with § 848.864-4;. 

(c) Requires to be placed in stand-by 
or stored with the war contractor; or 

(d) Is willing to dispose of to an inter¬ 
vening war contractor pursuant to his 
option under the facilities contract with 
the Government. 

Within the same period the contracting 
officer will notify the intervening war 
contractor whether the Government is 
willing to dispose of any items to him 
which he expressed a desire to acquire 
under his option. [JTR 864.1] 

§ 848.864-2 Plant equipment required 
by Government . The technical service 
concerned will redistribute idle plant 
equipment for supply, war production, 
war reserve, or other authorized purposes 
in accordance with Part 826 of this chap¬ 
ter; however, redistribution may be re¬ 
stricted in scope and accelerated, and 
any circularization required by such reg¬ 
ulation may be omitted, to the extent 
considered necessary by the technical 
service concerned in order to meet the 
time limitations imposed under this sub¬ 
part P. [JTR 864.2] 

§ 848.864-3 Contractor’s exercise of 
option, (a) Many facilities contracts 
give the war contractor an option to 
purchase plant equipment and other fa¬ 
cilities furnished thereunder. Such op¬ 
tions may be exercised only in strict con¬ 
formity with the terms thereof. If those 
terms do not provide a specific price or 
a formula by which a specific price may 
be determined, sales will be made in ac¬ 
cordance with the pricing policies set 
forth in § 823.301-3 of this chapter. 


(b) When the facilities contract pro¬ 
vides that the option may be exercised 
only at the conclusion of a standby or 
storage period, the war Contractor’s right 
to exercise such option will be accelerated 
whenever the Government waives its 
rights to standby or storage pursuant to 
§ 848.861-5. 

(c) When an intervening war contrac¬ 
tor (1) has exercised such an option with 
respect to any item of plant equipment 
and (2) has performed all acts required 
of him under the facilities contract 
which are necessary to the passage to 
him of title to such item, then, upon 
written notice from the contracting of¬ 
ficer to the war contractor in possession, 
(i) the obligation of the Government with 
respect to the removal of such item from 
the plant of the war contractor in pos¬ 
session shall cease and (ii) the war con¬ 
tractor in possession shall look to such 
intervening war contractor for the re¬ 
moval of such item. 

(d) An application by any war con¬ 
tractor for the removal of any item of 
plant equipment shall include a waiver 
of any rights of such war contractor to 
exercise any option to purchase such 
item of plant equipment. [JTR 864.3J 

§ 848.864-4 Sales to facilitate prosecu¬ 
tion of the war. In addition to the sales 
authorized by § 848.864-3, plant equip¬ 
ment may be disposed of in accordance 
with Part 823 of this chapter. I JTR 
864.4] 

§ 848.864-5 Scrap determinations and 
dispositions. The contracting officer will 
arrange for the prompt classification and 
disposition of plant equipment as scrap 
in accordance with Part 824 of this chap¬ 
ter, dealing with non-repairable prop¬ 
erty, including any requirements for re¬ 
view and approval therein. [JTR 864.5] 

§ 848.864-6 Report of surplus. Plant 
equipment listed on a removal schedule 
of an application which is not required 
by the Government under § 848.864-2 or 
sold under §§ 848.864-3 and 848.864-4 will 
be deemed surplus and, except plant 
equipment determined to be scrap under 
§ 848.864-5 and nominal quantities to be 
disposed of in accordance with § 827.701 
of this chapter, will be reported promptly 
to a disposal agency in accordance with 
Part 827 of this chapter. [JTR 864.6J 

§ 848.865 Removal and storage. [JTR 
8651 

§ 848.865-1 Dismantling. Generally 
the facilities contract requires the war 
contractor to dismantle the plant equip¬ 
ment at his own expense. Where the 
contract does not impose this obligation 
on the war contractor, he should never¬ 
theless dismantle the plant equipment, 
when necessary, and the Government 
will bear the expense thereof. To the 
extent inspection of plant equipment by 
the Government is required by § 848.866, 
it will be performed where practicable 
before the plant equipment is dismantled. 
[JTR 865.1] 

§ 848.865-2 War contractor’s right to 
remove and store at his own expense. 
Unless the facilities contract contains 
provisions to the contrary which have 
not been waived, a war contractor may 


remove any idle plant equipment from 
his plant and store it elsewhere at his 
own risk and expense, at any time before 
the expiration of the plant clearance pe¬ 
riod, provided that the plant equipment 
is not required by the Government for 
purposes of supply, war production or 
war reserve. In order to ascertain 
whether the plant equipment is required 
by the Government for such purposes, 
and except as the facilities contract may 
otherwise provide, the war contractor 
will give the contracting officer twenty 
(20) days’ notice in writing of his inten¬ 
tion to remove and, if upon the expira¬ 
tion of such period the contracting offi¬ 
cer has not furnished him with shipping 
instructions, the plant equipment may 
be removed by him from his plant as 
provided in such notice. [JTR 865.2] 

§ 848.865-3 War contractor’s right to 
store for account and risk of Govern - 
vxent. Where the Government does not 
(a) enter into a storage agreement with 
a war contractor or (b) remove the idle 
plant equipment before the end of the 
plant clearance period, and the war con¬ 
tractor has fulfilled all contractual obli¬ 
gations as to dismantling and prepara¬ 
tion for extended storage or shipment 
and any obligations as to standby or stor¬ 
age which have not been waived, he may 
store it for the account and at the risk 
and expense of'the Government in his 
own plant or elsewhere. In such case 
he shall exercise reasonable care in its 
transportation and preservation. The 
war contractor must deliver to the con¬ 
tracting officer: (1) twenty (20> days' 
notice in writing in advance of the date 
fixed for removal; and (2) a certified 
statement that the removal schedule in 
the application as originally submitted, 
or as modified in such statement, repre¬ 
sents the concurrent physical inventory 
of the items to be removed. Notice of 
removal may be delivered before or after 
the expiration of the plant clearance pe¬ 
riod, but submission of the notice will 
not shorten such period. [JTR 865.3] 

§ 848.865-4 Storage by the Govern¬ 
ment. (a) It is the War Department’s 
policy to remove idle plant equipment 
from war contractors’ plants directly to 
installations operated by its technical 
services, when such equipment is re¬ 
quired for purposes of supply, produc¬ 
tion or war reserve, and to installations 
operated by the disposal agencies, when 
such equipment is surplus. In certain 
cases it will not be feasible to effectuate 
this policy because of a shortage in 
transportation or storage space. Where 
such shortage exists, and the war con¬ 
tractor is willing to store the plant 
equipment, or the war contractor is obli¬ 
gated to store the plant equipment and 
the contracting officer determines that 
such storage will not impede his war pro¬ 
duction or reconversion to civilian pro¬ 
duction, the contracting officer will store 
the plant equipment with the war con¬ 
tractor. 

(b) Where storage arrangements can¬ 
not be made under paragraph (a), the 
contracting officer will arrange to store 
the plant equipment in installations op¬ 
erated by the technical services or with 
other contractors or commercial ware¬ 
houses. 
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( c) All plant equipment, except scrap 
and items stored with the war contrac¬ 
tor, must be packed, crated, and marked 
as prescribed in § 848.865-7, prior to its 
being placed in storage. When plant 
equipment is stored with the war con¬ 
tractor, it may be left unpacked and 
uncrated, provided that it is properly 
tagged or marked to identify it with the 
facilities contract under which it is 
currently being furnished and prov ided 
that it is properly preserved. TJTR 
865.41 

§ 848.865-5 Storage with contractor 
under standard storage agreement . 
Agreements with war contractors for the 
storage of idle plant equipment should 
be made substantially in accordance with 
the form of standard storage agreement 
set forth in § 849.974-3. 

§ 848.865-6 Compensation for stor¬ 
age. Facilities contracts generally pro¬ 
vide that when the use of plant equip¬ 
ment is no longer authorized because 
of termination or completion of a con¬ 
tract, the war contractor will at no ex¬ 
pense to the Government hold the plant 
equipment in standby and storage for 
a specific period. When storage of the 
plant equipment is desired by the Gov¬ 
ernment pursuant to § 848.865-5 the war 
contractor will be compensated for such 
storage only to the extent that it ex¬ 
ceeds the period, if any, during which 
the war contractor is then obligated to 
store such plant equipment without 
compensation. [JTR 865.6] 

§ 848.865-7 Preparation for shipment 
or storage, (a) Preparation for ship¬ 
ment or storage except in the case of 
scrap, ordinarily includes preserving, 
packing, boxing, crating, tagging and 
marking. Facilities contracts generally 
provide that the war contractor will pre¬ 
pare the plant equipment for shipment 
or storage at his own expense. Where 
the contract is silent on this point but 
requires the Government to remove 
plant equipment, the Government will 
reimburse the war contractor for pre¬ 
paring the plant equipment for ship¬ 
ment or storage. 

(b) Contracting officers will inform 
war contractors of the manner in which 
plant equipment is to be prepared for 
shipment or storage. They may pre¬ 
scribe standard specifications, usual 
commercial practice or any other stand¬ 
ards dictated by the Government’s re¬ 
quirements in the particular case. The 
SWPA Manual "Guide for the Storage 
of Plant Equipment and Termination 
Materiar will be used as a guide for de¬ 
termining the manner in which plant 
equipment is to be prepared for ship¬ 
ment or storage. If the facilities con¬ 
tract contains no provisions covering 

’ the manner of preparation for shipment 
or storage or if the manner prescribed 
by the provisions does not meet the then 
requirements of the Government, the 
contracting officer will arrange with the 
war contractor to modify the contract 
provisions with regard to preparation 
for shipment or storage in accordance 
with the Government’s then require¬ 
ments. 

(c) Where the facilities contract pro¬ 
vides exacting standards or specifications 


covering preparation for shipment or 
storage and it appears in the interest 
of the Government that they be relaxed, 
the contracting officer may waive in 
whole or in part the obligation of the 
contractor to prepare for shipment in 
accordance with such provisions: Pro¬ 
vided. however, That where the war con¬ 
tractor has been compensated for such 
performance, an adjustment by him will 
be made in favor of the Government. 
[JTR 865.7] 

§ 848.865-8 Acknowledgment of re¬ 
ceipt for plant equipment removed. 
When plant equipment is removed from 
a war contractor’s plant by the Govern¬ 
ment, the contracting officer will furnish 
the war contractor with a receipt for the 
plant equipment removed which will in¬ 
clude a statement of any respects in 
which the plant equipment is defective. 
The receipt will be executed substantially 
in accordance with the form provided in 
§ 849.974-2. Whenever feasible such re¬ 
ceipt will be executed on copies of the 
removal schedules of the application to 
be retained by the war contractor. 
Whenever the plant equipment is re¬ 
moved from the war contractor’s plant 
in lots, copies of the covering shipping 
documents may be used for the purpose 
of the receipt or reference may be made 
in the receipt to item identification num¬ 
bers on the removal schedules. As the 
form of receipt provided in § 849.974-2 
may operate as a release of the war con¬ 
tractor by the Government with respect 
to items of plant equipment covered 
thereby, the receipt will not be delivered 
until the procedures prescribed in 
§ 848.866 have been carried out to the 
satisfaction of the contracting officer. 
LJTR 865.81 

§ 848.866 Verification of plant equip¬ 
ment for storage or removal by the Gov¬ 
ernment. (a) The contracting officer 
will be responsible for verification of the 
quantities and condition of items listed 
on the war contractor’s application of 
items listed on the war contractor’s ap¬ 
plication for disposition of plant equip¬ 
ment as to w’hich the contractor has 
demanded removal. This verification is 
to be made in order to ascertain whether 
the items listed on the war contractor’s 
application for disposition are items fur¬ 
nished under the facilities contract and 
whether the Government is receiving the 
quantities listed in the condition required 
by the facilities contract. The verifica¬ 
tion will be made prior to the time of 
dismantling, wherever practicable, and 
in any event prior to execution of the 
receipt provided for in § 848.865-8 or of 
a storage agreement made pursuant to 
§ 848.865-5. Where practicable, verifica¬ 
tion will be made of compliance with re¬ 
quirements as to preparation for ship¬ 
ment or storage and of the accuracy of 
the tagging and marking of the plant 
equipment when prepared for shipment 
or storage, including verification of the 
number of packages listed on shipping 
documents at the time of shipment. The 
shipping documents should be checked 
against the removal schedule to ascertain 
that' credit is not allowed on the shipping 
documents for items not listed on re¬ 
moval schedules unless shipment of the 


items has been verified and the removal 
schedules corrected. 

(b) Ordinarily one hundred per cent 
verification is not required. The extent 
of selective checks as to quantities and 
condition prior to dismantling, tagging 
and marking of items prepared for ship¬ 
ment or storage and as to quantities 
listed on shipping documents should de¬ 
pend upon the original cost of particular 
items, the number of items to be checked, 
the nature of the plant equipment, past 
experience with the war contractor in 
possession, previous inspection by Gov¬ 
ernment representatives, the reliability 
of the war contractor’s inspection organ¬ 
ization, the results of the checks per¬ 
formed, ard any other relevant factors. 
The verification will include an inspec¬ 
tion for condition as provided in para¬ 
graph (c) with respect to each item not 
certified by the contractor to be operat¬ 
ing or capable of operating satisfactorily 
on the operation for which it was orig¬ 
inally procured. 

(c) Wherever items of plant equip¬ 
ment are inspected for condition, the in¬ 
spection will include but will not be con¬ 
fined or limited to the following types 
of examination: (1) visual examination 
for evidence of damage to major ele¬ 
ments: (2) visual examination of exposed 
wearing surfaces for evidence of abuse 
or lack of reasonable care; (3) reasonable 
check as to the functioning of operating 
controls (under power, if not discon¬ 
nected). Ordinarily the inspection for 
condition wall not require (i) dismantling 
for inspection, (ii) power, performance 
or accuracy tests, or (iii) precision meas¬ 
urements. In every case where the con¬ 
tracting officer or the representative 
making an inspection for condition is 
of the belief that an item of plant equip¬ 
ment may not be in the condition re¬ 
quired by the contract, he will arrange 
with the contractor for a joint inspection 
of such item. 

(d) Personnel making selective checks 
of plant equipment as herein provided 
will note the items selected and the re¬ 
sults of their checks as to quantities and 
condition on one copy of the removal 
schedules or on supplemental schedules 
to be attached thereto, referencing the 
item numbers on tne removal schedules. 
In every case such copy, properly authen¬ 
ticated by Government representatives 
charged with supervision of the selective 
checks, will be furnished to the contract¬ 
ing officer who will retain such authen¬ 
ticated copy as part of the permanent 
file. [JTR 866] 

§ 848.867 Property accounting re¬ 
quirements. [JTR 867J 

§ 848.867-1 Written advice with re¬ 
gard to defective items. As provided in 
paragraph 103 of TM 14-910, War De¬ 
partment Industrial Property Account¬ 
ing Manual for Cost-Plus-A-Fixed-Fee 
Supply Contracts, or paragraph 80 of 
TM 14-911, Accounting for Government 
Property Under Fixed Price Contracts, 
the contracting officer will advise the 
accountable property officer in writing 
as to the items of plant equipment listed 
on the removal schedule which are not 
in the condition required by the contract, 
and his findings as to the contractor’s 
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liability therefor under the applicable 
contract provisions. [JTR 967.1] 

§ 848.867-2 Movement of items from 
the war contractor's plant. Movement 
of items of plant equipment on War De¬ 
partment order from the war contrac¬ 
tor’s plant will require the preparation 
of shipping documents, or other forms 
authorized for use in lieu thereof, as pre¬ 
scribed in paragraph 97, TM 14-910, or 
paragraph 77a, TM 14-911. Movement 
on disposal agency order will require the 
action prescribed in § 844.495-2. Ship¬ 
ping documents covering shipments of 
plant equipment from storage under a 
storage agreement with a war contractor, 
or from storage in a commercial ware¬ 
house, must bear the notation “Shipped 
from Storage,” and must indicate the 
station of the contracting officer under 
the storage or warehouse agreement in¬ 
volved. Instances of losses of or damage 
to plant equipment in storage under stor¬ 
age agreements with war contractors or 
commercial warehousemen require action 
as provided in § 844.495-3 (1) of this sub¬ 
chapter/ [JTR 867.2] 

§ 848.867-3 Discrepancies incident to 
shipment. Discrepancies incident to 
shipment of plant equipment removed 
from a war contractor’s plant will re¬ 
quire action as prescribed in § 844.496 of 
this subchapter. [JTR 867.3] 

§ 848.867-4 Sale of items of plant 
equipment. When items of plant equip¬ 
ment are sold, the contracting officer will 
furnish the accountable property officer 
with a list of the items sold, making ref¬ 
erence to the sales document. Such list 
must make reference to the voucher on 
which deduction was made in case the 
proceeds are deducted from amounts due 
to the war contractor, or must be sup¬ 
ported by a copy of the W. D. Form 325, 
evidencing receipt of the proceeds of the 
sale by the disbursing officer in case 
direct payment is to be made by the war 
contractor. Sales of plant equipment by 
the contracting officer to third parties 
will be accounted for in accordance with 
the procedures prescribed in paragraph 
99 of TM 14-910, or paragraph 82 of 
TM 14-911. I JTR 867.4] 

§ 848.867-5 Plant equipment 
scrapped. Where plant equipment is de¬ 
termined to be non-repairable in accord¬ 
ance with Part 824 of this chapter, lists 
of such items together with written in¬ 
structions of the contracting officer will 
be furnished to the accountable property 
officer as provided in § 824.401 of this 
chapter. [JTR 867.5J 

§ 848.867-6 Storage under a storage 
agreement. A copy of each storage 
agreement, together with a list of the 
items to be stored and their quantities 
and condition, will be furnished by the 
contracting officer to the accountable 
property officer designated in the storage 
agreement. In the event such officer is 
different from the officer holding ac¬ 
countability prior to execution of the 
storage agreement, the contracting of¬ 
ficer will also furnish a list of items 
under the storage agreement to such for¬ 
mer officer in order that shipping docu¬ 
ments may be accomplished to reflect the 
transfer of accountability. [JTR 867.6] 
No. 92-12 


§ 848.867-7 Final accounting proce¬ 
dures. (a) In the event that removal 
of all of the plant equipment furnished 
under a facilities contract is demanded 
by a war contractor, the contracting of¬ 
ficer may consider the inspection and 
verification as provided in § 848.866 as 
meeting the requirements of a physical 
inventory of the property as prescribed 
in paragraph 105, TM 14-910 or para¬ 
graph 84. TM 14-911. 

<b) Upon removal, storage or other 
disposition of all of the items of plant 
equipment indicated by the war contrac¬ 
tor as being in his possession or control, 
the contracting officer will request from 
the accountable property officer a report 
in duplicate of all items which his rec¬ 
ords indicate have not been accounted 
for under the contract. Compliance 
with such request may be considered as 
satisfying the requirements of para¬ 
graph 105 of TM 14-910 and paragraph 
84 of TM 14-911, for a report of short¬ 
ages at contract termination or com¬ 
pletion. 

(c) One copy of the report required in 
paragraph (b) will be furnished by the 
contracting officer to the war contractor 
who will be afforded an opportunity to 
furnish evidence that the items have 
been previously returned to the Govern¬ 
ment and allowed a reasonable length of 
time in which to make a search for the 
items to be accounted for. Copies of 
documents evidencing disposition, as 
provided herein, of any items accounted 
for by this means will be furnished to 
the accountable property officer. The 
contracting officer will then advise the 
accountable property officer in writing 
with respect to all items remaining to be 
accounted for after the action outlined 
above has been completed, in the man¬ 
ner set forth in paragraph 103, TM 14- 
910 or paragraph 80, TM 14-911. 

(d) The contracting officer’s written 
advice with regard to the war contrac¬ 
tor’s liability, if any, for loss of or 
damage to plant equipment must be sup¬ 
ported by evidence that (1) the appro¬ 
priate Government office has received 
notice to effect collection; (2) collection 
has been made and the receipt of a dis¬ 
bursing officer obtained; or (3) deduc¬ 
tion has been made from amounts due 
to the contractor, and a reference to the 
voucher furnished. An extra copy of 
the contracting officer’s written advice 
to the accountable property officer re¬ 
garding questions of a war contractor’s 
liability for property in all cases will be 
prepared and held by the contracting 
officer for the service command property 
auditors. [JTR 867.7] 

§ 848.868 Settlement of liability for 
losses of and damage to plant equip¬ 
ment. (a) If a facilities contract is 
included in a supply, construction or 
other contract which has been termi¬ 
nated in whole or in part, or if a sepa¬ 
rate facilities contract has been termi¬ 
nated in whole or in part, the liability 
of the war contractor for loss of and 
damage to plant equipment furnished to 
or acquired by the war contractor under 
the facilities contract may be settled 
by negotiation in and as a part of any 
negotiated settlement of such termi¬ 
nated contract. (See § 841.121-19.) 


Where not settled by agreement, it may 
be settled in accordance with the provi¬ 
sions of the contract, using the pro¬ 
cedures for a formula settlement under 
a fixed-price supply contract insofar as 
applicable (see Subpart E of Part 827). 

(b) In any case where the procedure 
described in subparagraph (a> is not or 
cannot be availed of, the amount and 
extent of the liability of the war con¬ 
tractor for shortages and defective con¬ 
dition of plant equipment furnished 
under the facilities contract will be dis¬ 
posed of by mutual agreement of the 
parties or by the decision of the con¬ 
tracting officer in accordance with the 
Disputes Article (see paragraph 326 War 
Department Procurement Regulation) 
or other applicable provisions of the 
contract. Any determination of fact by 
the contracting officer will be subject to 
appeal by the war contractor under the 
Disputes Article or other applicable pro¬ 
visions of the contract. The contracting 
officer will arrange for the remission by 
the war contractor of the amount of the 
liability or for the deduction of such 
amount from any sums which may be 
due the war contractor under the con¬ 
tract or will advise the appropriate 
Government office to effect collection of 
the sum owed by the war contractor. 
I JTR 868J 

§ 848.869 Authority to contract . 
Wherever in this subpart the Govern¬ 
ment is authorized or required to bear 
expenses incurred or to be incurred or 
to make arrangements for dismantling, 
preservation and preparation for storage 
or shipment, removal, storage, repair of 
damage or any other work to be done 
with respect to any plant equipment in 
connection with the clearance of a war 
contractor’s plant, the chief of the serv¬ 
ice is authorized to negotiate and enter 
into contracts therefor. Each such con¬ 
tract will recite that it is executed pur¬ 
suant to section 12 (g) of the act. The 
necessary funds will be procured from 
the service administering the prime fa¬ 
cilities contract under which the plant 
equipment concerned is held. [JTR 869] 

SUBPART I—REPORTS OF STATUS OF TERMI¬ 
NATIONS AND OTHER REPORTS 

§ 848.890 Scope. This subpart covers 
the preparation and submission by each 
service and bureau of monthly reports 
on terminations initiated, hi process of 
settlement, and settled, and of other 
regular reports. [JTR 890 J 

§ 848.891 Duty to submit monthly 
status reports. TJTR 891] 

§ 848.891-1 Reports within War De¬ 
partment. (a) In the War Department, 
each procurement office, except those 
reporting to the commanding general of 
a service command, will prepare con¬ 
tract termination reports for each cal¬ 
endar month and submit them to the 
chief of the service (or through channels 
to the Assistant Chief of Air Staff. M & S 
for Army Air Forces), on the dates 
specified by him. 

(b) On or before the tenth day of each 
month, the chief of each service (the 
Assistant Chief of Air, M & S for Army 
Air Forces) will file with the Readjust¬ 
ment Division, ASF, the original and one 
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copy of each monthly contract termina¬ 
tion status report (for fixed-price con¬ 
tract terminations and for cost-plus-a- 
fixed-fee contract terminations) filed 
with him for the preceding month. He 
will also file the original and one copy 
of the consolidated report for his serv¬ 
ice of partial payments on termination 
settlements. On or before the 12th day 
of each month, he will file the original 
and one copy of his consolidated report 
for plant clearance—termination inven¬ 
tory. LJTR 891.1] 

§ 848.891-2 Reports within Navy De¬ 
partment. (a) In the Navy Department, 
each termination unit in the field will 
prepare a contract termination report 
for each calendar month and submit it to 
the termination unit of the appropriate 
bureau on the date specified by it. 

(b) The chief of each bureau shall 
submit a termination report for each 
month to the Industrial Readjustment 
Branch, OP&M, within t en d ays after 
the end of that month. LJTR 891.2] 

§ 848.892 Matters covered by status 
reports. LJTR 892 J x 

§ 848.892-1 Reports for fixed-price 
contract terminations . The report will 
cover all terminations of fixed price con¬ 
tracts for the convenience of the Govern¬ 
ment regardless of the type or amount 
of the contract, where a formal notice 
of termination was issued to the con¬ 
tractor, but will exclude agreements 
reached by the use of “Change Orders/' 
The report will cover all terminations 
settled during the month and those still 
in process of settlement. When a final 
settlement is made with a contractor, 
full information asked for in all the col¬ 
umns of the report should be furnished. 
Detailed instructions for preparation of 
this report are included in §§ 848.894 and 
848.895. LJTR 892.1] 

§ 848.892-2 Reports for cost-plus-a- 
fixed-fee contract terminations, (a) 
The War Department report will cover 
all terminations of cost-plus-a-fixed-fee 
prime contracts for the convenience of 
the Government, including terminations 
accomplished by means of “Changes 
Articles," filed within the following 
groups: 

(1) Complete terminations. 

(2) Partial terminations in excess of 
$10,000 or 10% of the original contract 
price (whichever is the larger) which re¬ 
quire that subcontracts or orders for 
supplies or materials be cancelled or 
modified. 

It will cover all such terminations set¬ 
tled during the month and those still in 
process of settlement. When a final 
settlement is made with a contractor, 
full information asked for in all columns 
of the report should be furnished on 
complete terminations. Ail available in¬ 
formation will be furnished on partial 
terminations. Detailed instructions for 
preparation of this report are included in 
§§ 848.894 and 848.896. 

(b) Navy cost-plus-a-fixed-fee con¬ 
tract terminations will be reported each 
month separately from fixed-price prime 
contract terminations. LJTR 892.2] 

§ 848.892-3 Reports for facilities ter¬ 
minations . Terminations of special fa¬ 


cilities prime contracts will not be in¬ 
cluded in the report for terminations of 
fixed-price contracts. Procedures for 
preparation of this report are being pre¬ 
pared and will be I nclu ded in this part 
when completed. LJTR 892.3] 

§ 848.892-4 Reports of plant clearance ; 
termination inventory. (a) The War De¬ 
partment report will cover clearance re¬ 
quests completed during the month and 
those awaiting clearance at the end of 
the month. Control Approval Symbol 
RCC-11 has been assigned to this report. 
For the purpose of this report, the term 
“Clearance Request" refers to each sepa¬ 
rate listing, or group of listings, filed by 
the prime contractor, or subcontractor, 
and accepted by the Government as sat¬ 
isfactory. The term “Clearance Re¬ 
quests Completed" covers disposition by 
sale or retention by the contractor, re¬ 
moval of property by the Government, or 
storage with the contractor under a stor¬ 
age agreement. 

(b) The contents of the report will be 
as follows: 

(1) Number of clearance requests com¬ 
pleted during the month segregated as 
follows: 

(1) Clearance requests completed with¬ 
in 60 days; 

(ii) Clearance requests completed in 
more than 60 days. 

(2) Number of clearance requests on 
hand at end of month which have not 
been completed. 

(3) Listing of clearance requests on 
hand at end of month which were re¬ 
ceived prior to the first day of the pre¬ 
ceding month. This listing will include 
the following information: 

(i) Name and address of contractor; 

(ii) Contract number (if request is 
from a prime contractor); 

(iii) Prime contractor’s name and con¬ 
tract number (if request is from a sub¬ 
contractor) ; 

(iv) Approximate cost of property not 
yet removed; 

(v) Reason for delay; 

(vi) Action being taken or to be taken 
to effect completion. 

(c) Navy Department procedures for 
preparation of reports of plant clearance 
requests are being developed and will be 
included in this part when completed. 
LJTR 892.4] 

§ 848.892-5 Reports of partial pay¬ 
ments. Procedures for preparation of 
this report are being prepared and will be 
included in this part when completed. 
LJTR 892.5] 

§ 848.892-6 Special reports. Special 
reports of contract termination action 
will be required from time to time. In¬ 
structions for their preparation are in¬ 
cluded in § 848.898 LJTR 892.6] 

§ 848.893 Forms of status reports. 
LJTR 8931 

§ 848.893-1 Standard fixed-price re¬ 
port forms, (a) The War Department 
report will be prepared on W.D., A.G.O. 
Form No. 505 (Monthly Contract Ter¬ 
mination Status Report). The report 
form is available at the A. G. Pentagon 
Depot, Washington 25, D. C. The Con¬ 
trol Approval SymbQl is PDE-1Q. 


(2) The Navy report will be prepared 
on Form NavExos 734-4-5 and the report 
forms can be obtained from the Indus¬ 
trial Readjustment Branch, OP&M, Navy 
Department, Washington 25, D. C. LJTR 

893.1] 

§ 848.893-2 Standard cost - plus - a 
fixed-fee report forms. The War De¬ 
partment report will be prepared on 
W.D., A.G. Form No. 0405. The report 
form is available at the A.G. Pentagon 
Depot, Washington 25. D. C. Control Ap¬ 
proval Symbol RCC-6 has been assigned 
to this form. The Navy Department re¬ 
port will be prepared on Form NavExos- 
755 submitting the information called for 
in the first eight colu mns, until new 
forms are issued. LJTR 893.2] 

§ 848.893-3 Report forms for other 
termination actions. No standard re¬ 
porting form has been devised for re¬ 
ports described under §§ 848.892-3 to 
848.892-6, inclusive. LJTR 893.3] 

§ 848.893-4 Number of copies. The 
number of copies of the report to be filed 
will be prescribed by the chi$f of the 
service or bureau. LJTR 893.4] 

§ 848.894 General method of reporting 
for fixed-price and cost-plus-a-fixed-fce 
contract termination status reports. 
LJTR 894] 

§ 848.894-1 Successive partial termi¬ 
nations. (a) Where successive partial 
terminations are made under one prime 
contract, each such termination will be 
treated as a separate transaction, unless 
it is intended to settle all partial termina¬ 
tions in one settlement agreement. 

(b) When a further termination is 
made against a contract which has al¬ 
ready been partially terminated and it 
is intended to settle all partial termina¬ 
tions in one supplemental agreement, the 
previous partial termination should be 
listed under a “Rescinded" section of the 
monthly report with an appropriate 
explanation. Thus the total termina¬ 
tions to date against the contract will 
be picked up as a single authorized case 
under the date of the latest current 
termination. LJTR 894.1] 

§ 848.894-2 Dollar amounts. The sum 
shown in the columns will be to the 
nearest dollar. No dollar symbols w f ill be 
used in the amount columns. LJTR 

894.2] 

§ 848.894-3 Order of listing. The fol¬ 
lowing instruction^ apply to both the 
War and Navy Departments, except that 
(1) applies to the Navy only. 

(1) Navy—Terminations Initiated during 
the month will be listed in chronological 
order based on the effective date of termi¬ 
nation. 

(2) Terminations settled or completed 
during the month are to be listed in chron¬ 
ological order based on the effective date of 
termination and appropriate columns are to 
be added individually and the totals entered 
in their respective columns. 

(3) Terminations rescinded or transferred 
are to be listed in chronological order based 
on the effective date of termination and ap¬ 
propriate column totals entered in their re¬ 
spective columns. Cases reported as re¬ 
scinded or transferred must be completely 
explained so that the proper corrections may 
be made in the consolidated War or Navy 
Department reports. A termination trans- 
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ferred means the transfer to another pro¬ 
curement office for settlement of a termina¬ 
tion previously reported as in process. A 
termination will not be reported as trans¬ 
ferred until the office to which the transfer 
was made has acknowledged receipt and has 
stated that the termination will be picked up 
on its next report. 

(4) Terminations in process of settlement 
will be listed in chronological order based on 
the effective date of termination. Columns 
containing information as to number of 
transactions and amounts involved are to be 
added individually and the totals entered in 
their respective columns. 

(5) Terminations in process—Suspended 
settlements will be listed in chronological 
order based on the effective date of termina¬ 
tion. In preparing the report, the reporting 
unit will segregate, under the heading “Sus¬ 
pended Termination Settlements'’, any case 
which has not been settled, whenever: 

(a) The terminated contract is in litiga¬ 
tion; or 

(b) The terminated contract is before the 
Department Board of Contract Appeals, or 
Compensation Board, or another appeal 

agency; or 

(c) The reporting office lacks authority to 
settle or is awaiting decision or action by 
authority higher than the service or bureau 
Involved; or 

(d) Other causes beyond the control of the 
bureau or service prevent settlement includ¬ 
ing settlements being handled by War Sup¬ 
plies, Ltd., and terminated more than three 

months. 

The decision to segregate any case on 
the report is subject to approval by the 
chief of the service or bureau at the time 
the report is forwarded. Status of each 
segregated case will continue to be re¬ 
ported on the monthly report until finally 
settled. [JTR 894.3] 

§ 848.894-4 Subcontract claims as¬ 
sumed by Government. Where the 
prime contractor’s claim has been com¬ 
pletely settled except for the obligations 
to one or more subcontractors which 
have been assumed by the Government 
for direct settlement, the prime con¬ 
tract and all such subcontracts which 
are settled will be reported as settled 
under the heading “Terminations Com¬ 
pleted”. Each of the obligations as¬ 
sumed by the Government will be re¬ 
ported as a separate termination and 
treated in the same manner as the ter¬ 
mination of a prime contract made upon 
the effective date of the notice of ter¬ 
mination from the higher tier contractor. 
(JTR 894.4J 

§ 848.894-5 Reconciliation—number 
o/ terminations. A reconciliation of the 
number of terminations received com¬ 
pleted and on hand is to be shown on the 
last sheet of each report in the follow¬ 
ing form: 

Terminations pending per last leport 

Terminations authorized during month. 

Total terminations to be accounted for 

Terminations settled during month 

Terminations rescinded or transferred dur¬ 
ing month 

Terminations pending end of month 

Terminations pending 0-6 months 

Terminations over 6 months 

(JTR 894.5] 

§ 848.894-6 Subcontract settlements 
negotiated by an office other than the 
originating office. On completion of its 
action with respect to the subcontractor’s 
claim, the negotiating office will for¬ 


ward to the originating office the fol¬ 
lowing information: 

(a) Statement of amount of subcon¬ 
tractor’s original claim; 

(b) Statement of amount of nego¬ 
tiated net settlement; 

(c) Statement of the cost of property 
taken over by the Government in con¬ 
nection with the settlement payment. 

This information will be reported on 
the status report of the originating 
office. 1 JTR 894.61 

§ 848.895 Detailed instructions as to 
standard fixed-price report forms . 
(JTR 8951 

§ 848.895-1 Information required on 
report forms. The succeeding para¬ 
graphs indicate the information to be 
contained in the report form. 

(1) Column 1, contract number. 

(2) Column 2, name of contractor. Be¬ 
cause of limited space, the full name of the 
contractor need not be given. Sufficient in¬ 
formation will be given to permit identi¬ 
fication. 

(3) Column 3; item. Because of limited 
space, the full description of the items need 
not be given. Sufficient information wUl be 
given to permit identification of the item 
being manufactured under the contract. 

(4) Column 4; partial or complete. Indi¬ 
cate by the symbol “P” or “C" whether the 
termination is partial or complete. A par¬ 
tial termination is one in which only a part 
of the uncompleted portion of the contract 
is terminated and the balance is to be con¬ 
tinued after the effective date of termination. 
A complete termination is one in which the 
entire uncompleted balance of a contract 
is terminated. 

(5) Column 5; date termination author¬ 
ized. The date of termination authoriza¬ 
tion is the date on which the authorization 
for termination was written by the respon¬ 
sible office of the service or bureau. If ter¬ 
mination proceedings are initiated before 
the written notice by a contracting officer, 
the date on which the action was initiated 
will be used as the date of the termination 
authorization. 

(6) Column 6; effective date of termina¬ 
te. This is the date specified in the notice 
of termination as the effective date or, in the 
event no date is specified, the best estimate 
will be used until the contractor’s proposal 
is received. For successive partial termina¬ 
tions on the same contract, the effective 
dates for each will be shown. If there is 
any change in the effective date, such re¬ 
vision will be prefixed by (R). The final re¬ 
vised date must agree with that shown on 
the prime contractor’s settlement proposal. 

(7) Column 7; amount of contract. Enter 
the total amount of the contract, including 
supplements. If a contract is partially ter¬ 
minated and later terminated in respect of 
the continued portion, each such termina¬ 
tion will be treated as a separate transac¬ 
tion, but the value is to be listed again in 
this column in parentheses. 

(8) Column 8: contract price of material 
cancelled. Insert the contract price of the 
terminated items. Use best possible esti¬ 
mate until correct figures can be ascertained. 
Whenever any figure is changed from that 
shown on previous month’s report, the re¬ 
vised amount will be prefixed by (R). The 
final revision must agree with the amount 
shown as “Not To Be Completed’’ on the 
settlement proposal form. 

(9) Column 9; contractors proposal; date 
of filing. Enter the date on which the 
prime contractor’s claim for his own charges 
was received. In the event of interim pro¬ 
posals, carry the original date until the case 
has been completed, prefixed by (I). The 
date of the latest interim proposal or the 


final proposal will be shown below this orig¬ 
inal date prefixed by (I) or (F), whichever 
Is applicable. The standard proposal form 
indicates whether proposals are interim or 
final. 

(10) Column 10; contractor's proposal; 
amount exclusive of subcontractors. This 
column is to reflect the dollar amount rep¬ 
resenting the prime contractor’s own charges 
applicable to the portion of the contract not 
to be completed. For proposals submitted on 
Settlement Proposal Form 1, this amount 
will be line 13 plus line 16. For proposals 
submitted on Settlement Proposal Form la, 
this amount will be line 2 plus line 3. For 
proposals submitted on Settlement Proposal 
Form lb, this amount will be line 13 plus line 
15. The difference between this amount (the 
amount of final claim—see (9) above) and 
the amount entered in column 17 for com¬ 
pleted cases will represent the net change re¬ 
sulting from negotiation. Where the con¬ 
tractor submits interim proposals, the 
amount of the most recent revision will be 
shown opposite the most recent proposal 
date (see column 9). Previous proposal fig¬ 
ures will be omitted. 

(11) Column 11; subcontractors' claims; 
number of claims submitted. Enter number 
of first tier subcontractors* claims submitted 
by the prime contractor to the office ad¬ 
ministering the termination. This Includes 
claims of suppliers and vendors of stand¬ 
ard articles. This will not include “No 
Claim” agreements reached by prime con¬ 
tractors with their subcontractors. If the 
prime contractor has been given authority 
to settle without Government approval cer¬ 
tain first tier subcontractor claims, the num¬ 
ber of such claims should be included. 

(12) Column 12; subcontractors' claims ; 
total amount. Enter the total dollar value 
of all first tier subcontractors* claims sub¬ 
mitted by the prime contractor to the of¬ 
fice administering the termination. This 
column is intended to represent the amounts 
approved by the prime contractor, and is not 
necessarily the same as the amount ap¬ 
proved by the contracting officer in final 
settlement as shown in Column 18. If the 
prime contractor has been given authority 
to settle without Government approval cer¬ 
tain first tier subcontractor claims, the 
amount of such claims should be included. 
The amount of subcontractors* claims should 
be stated as shown on line 14 of Settlement 
Proposals Form 1 and lb. 

(13) Column 13; subcontractors' claims; 
number of claims approved. Enter the num¬ 
ber of first tier subcontractors* claims which 
have been approved by the contracting of¬ 
ficer, and those approved by prime contrac¬ 
tors where authority has been granted to 
settle without Government approval, as of 
date of preparation of the report. 

(14) Column 14; partial payments; for the 
benefit of prime contractor. Enter the total 
amount of partial payments made to tho 
prime contractor solely for his use and bene¬ 
fit. and the amount of withdrawals from 
advance payment accounts authorized for 
termination financing under Subpart C of 
Part 843. 

(15) Column 15; partial payment; for 
benefit of subcontractors. Enter the total 
amount of partial payments made for the 
use and benefit of subcontractors whether 
such amounts are paid to the prime con¬ 
tractor for the account of the subcontractors 
or are paid direct to subcontractors, and the 
amount of withdrawals from advance pay¬ 
ment accounts authorized for termination 
financing under Subpart C of Part 843. 

(16) Column 16; details of final settle¬ 
ment; date. Enter the date on which the 
supplemental agreement incorporating the 
final settlement is received by the contract¬ 
ing officer, signed by both the contractor 
and the contracting officer. For those serv¬ 
ices requiring approval by the office of the 
chief, the transaction must be considered as 
pending until this approval is received. 
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(17) Column 17; details of final settler 
ment; gross amount excluding subcontrac¬ 
tors. This represents the gross amount of 
the settlement agreement Including expenses 
subsequent to termination but excluding 
that portion of the contractor’s settlement 
represented by payments to subcontractors. 
Differences between columns 10 and 17 repre¬ 
sent negotiated reductions between the con¬ 
tractor’s final claim (see (10) above) and the 
final settlement. 

(18) Column 18; details of final settlement; 
amount subcontractors. Enter the amount 
payable to subcontractors by the prime con¬ 
tractor, and included in the final settlement. 
Differences between columns 12 and 18 repre¬ 
sent any negotiated reductions made by the 
contracting officer in subcontractors’ settle¬ 
ments previously approved by the prime con¬ 
tractor and submitted to the contracting 
officer for approval. 

(10) Column 19; details of final settlement ; 
disposal credits. Enter the amount credited 
to the Government by the prime contractor 
for receipts from sales or retention of termi¬ 
nation Inventory included in his gross settle¬ 
ment proposal. Where any inventory is sold 
to the Government under separate orders, it 
will be included in this column and not as 
part of the amount allowed for termination 
inventory taken over by the Government as 
reported in column 21. 

(20) Column 20; details of final settlement; 
net amount of settlement. The net settle¬ 
ment of the proposal. This Is column 17 plus 
18 minus 19. 

(21) Column 21; details of final settlement; 
amount allowed for property taken over by 
the Government. The amount which Is al¬ 
lowed to the contractor for termination in¬ 
ventory taken over by the Government will 
be shown in this column. This is the amount 
included in the net settlement, shown In 
column 20, required to reimburse the con¬ 
tractor for the cost of his inventory taken 
over by the Government. When an exact 
cost can not be assigned to this inventory, as 
In some settlements on a total cost basis, the 
best possible estimate will be given. Do not 
include the value of, or loss on. Items 
scrapped, retained or disposed of by con¬ 
tractors. 

[JTR 895.1] 

§ 848.895-2 Columns 16.17,18,19, 20, 
21; special instructions for terminations 
in process, (a) In the case of termina¬ 
tions in process, the space occupied by 
these columns will be used to explain 
briefly the status of plant clearance and 
settlement action. As to plant clearance, 
each termination must show one of the 
following remarks: 

(1) No inventory involved; 

(2) Awaiting inventory list; 

(3) Inventory clearance in process; 

(4) Inventory cleared. 

<b) As to settlement action, each 
termination must show one of the fol¬ 
lowing remarks: 

(1) Awaiting information from con¬ 
tractor as to cost or no cost settlement; 

(2) Awaiting claim; 

(3) Awaiting ofllce review or audit; 

(4) Negotiating (use only where ac¬ 
counting review and property clearances 
are completed); 

(5) Awaiting supplemental agreement. 

(c) Other pertinent remarks will be 
added when they are of assistance in ex¬ 
plaining status of the termination settle¬ 
ment. 

(d) In terminations involving subcon¬ 
tractors, it is desirable to show the total 
number of first tier subcontractors from 
whom claims are expected so as to pro¬ 


vide a comparison between probable sub¬ 
contractors’ claims and those submitted 
to date as*shown in Column 11. [JTR 
895.21 

§ 848.896 Detailed instructions as to 
standard War Department cost-plus-a- 
fixed-fee forms . [JTR 896] 

§ 848.896-1 Information required on 
report forms. The succeeding para¬ 
graphs indicate the information to be 
contained in the report form: 

(11 Column 1; contract number. 

(2) Column 2: contractor's name and lo¬ 
cation of facility. 

(3) Column 3; item, Because of the lim¬ 
ited space, the lull description of the items 
need not be given. Sufficient information 
will be given to permit identification of the 
item being terminated under the contract. 

(4) Column 4; partial or complete. Indi¬ 
cate by symbol ”P” or "C” whether the ter¬ 
mination is partial or complete. (For defi¬ 
nition of Partial or Complete Terminations, 
see § 848.895-1 (d)). 

(5) Column 5; effective date of termina¬ 
tion. See § 848.895-1 (6). 

(6) Column 6; estimated dollar value of 
work or items cancelled. 

(7) Column 7; estimated amount still to 
be paid to contractor. Enter estimated re¬ 
imbursements yet to be made for past and 
future expenses and unpaid balance of fee, 
exclusive of any amounts applicable to the 
continued portion of a contract under par¬ 
tial termination. 

(8) Column 8; balance advance fund. En¬ 
ter the balance of advance fund. This will 
be reduced as each item is applied. This 
column will be used only in complete termi¬ 
nations (see § 848.896-4). 

(9) Column 9; subcontracts terminated; 
number. Enter the total number of sub¬ 
contracts terminated, i. e., number on which 
stop work orders were issued under the ter¬ 
mination. 

(10) Column 10; subcontracts terminated; 
number settled without charges. 

(11) Column 11; subcontracts terminated; 
settled with charges; number. 

(12) Column 12; subcontracts terminated; 
settled with charges; amount. Enter the 
amount of charges involved in the settled 
subcontractor claims., 

(13) Column 13; subcontracts terminated; 
pending settlement; number. Enter the 
number cf subcontract terminations pending 
settlement (Columns 9 minus 10 minus 11). 

(14) Column 14; subcontracts terminated; 
submitted to prime contractor; number. 
Enter the number of subcontract termina¬ 
tion charges submitted to prime contractor 
but not settled as of the date of the report. 

(16) Column 15; subcontracts terminated; 
submitted to prime contractor; amount. 
Enter the amount of subcontract termination 
charges submitted to prime contractor hut 
not settled as of the date of the report. 

(16) Column 16; subcontracts terminated; 
partial payments; number. Enter the num¬ 
ber of subcontractors to whom, or for the 
benefit of whom, partial payments have been 
made. 

(17) Column 17; subcontracts terminated^ 
partial payments; amount. Enter the total 
amount of partial payments made to, or for 
benefit of, subcontractors. 

(18) Column 18; status of overhead audit. 
Enter the date to which overhead audit has 
been completed by the contracting service. 
If no overhead audit is involved, show "none" 
in this column. 

(19) Column 19; unanswered GAO in- 
formal inquiries; number. Enter the num¬ 
ber of GAO Informal Inquiries unanswered 
as of the date of the report. Unanswered in¬ 
formal inquiries which have resulted in 
formal exceptions and which are therefore 
reported in Column 81 should be excluded 


from this figure (see § 848.890-4). Tills col¬ 
umn will be used only for complete 
terminations. 

(20) Column 20; unanswered GAO in¬ 
formal inquiries; amount. Enter the amount 
involved in unanswered GAO Informal In¬ 
quiries as of the date of the report. Un¬ 
answered informal inquiries which have 
resulted In formal exceptions and which are 
therefore reported in Column 22 should be 
excluded from this figure. This cqlumn will 
be used only for complete terminations (see 
§ 848 .896-2). 

(21) Column 21; outstanding GAO formal 
exceptions; number. Enter the number of 
GAO formal exceptions outstanding as of the 
date of the report, excluding pro forma sus¬ 
pensions covering advance payments and in¬ 
surance premiums on which no action is 
required to be taken by the contracting 
officer. This column will be used only for 
complete terminations (see 5 848.896-2). 

(22) Column 22; outstanding GAO formal 
exceptions; amount. Enter the amount of 
GAO formal exceptions outstanding as of the 
date of the report, excluding pro forma sus¬ 
pensions covering advance payments ancl 
insurance premiums on which no action is 
required to be taken by the contracting 
officer. This column will be used only for 
complete terminations (see § 848.896-2). 

(23) Column 23; GAO audit status. Enter 
the date to which GAO audit Is complete. 
If not current, see $ 848.896-1. 

(24) Column 24; date of settlement. In 
the case of a complete termination enter the 
date of the final settlement or final payment 
or the date of completion of work ordered to 
be done in connection with termination if 
contract is to continue in effect for some 
other purpose, such as for maintenance in 
standby, etc. In the case of a partial ter¬ 
mination enter the date of the adjustment of 
the fixed fee or the date of final settlement of 
all subcontracts completely terminated as a 
result of the partial termination of the prime 
contract, whichever date is later. 

[JTR 896.11 

§ 848.896-2 Status remarks. Either 
on an attached sheet or immediately 
below the entries mentioned above, be¬ 
ginning in Column 1 and extending 
across the page, remarks pertinent to 
each “Termination in Process” will be 
shown. The remarks should contain the 
following information: 

(a) Status of GAO audit, both as to field 
audit (where in effect) and as to central 
audit. 

(b) Types of suspensions and disallow¬ 
ances. 

<c) Brief description of the scope and 
progress of the work ordered to be done in 
addition to cancellation and settlement of 
commitments and obligations, such as recon¬ 
version, decontamination, dismantling of 
equipment, etc. 

(d) Estimated date of completion, and 
comment regarding any factors delaying the 
progress of the work and completion of the 
termination. 

(e) Other pertinent data. 

(f) Explanation of Revisions. 

[JTR 896.2] 

§ 848.896-3 Revisions of previous 
month 9 s entries. When any entry is re¬ 
vised from the “Terminations in Process” 
section of the previous month’s report, 
the entry being revised will be prefixed 
by the letter “R”. An explanation will 
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be made in the remarks section. [JTR 
896.3 J 

§ 848.898 Special termination action 
reports. tJTR 898 J 

§ 848.898-1 Monthly report of war 
contractors authorized to settle subcon - 
tracts, (a) On or before the tenth day 
of each month, each service will furnish 
to the Readjustment Division, ASP, and 
each bureau will furnish to the Indus¬ 
trial Readjustment Branch, OP&M, a 
report under this paragraph for the pre¬ 
ceding month. For the Army Service 
Forces, this report has been assigned 
Control Approval symbol RCT-10. 

(b) The report will list the names of 
all war contractors: 

(1) To whom the service or bureau 
has delegated authority under § 846.642 
during the preceding month; or 

(2) From whom the service or bureau 
has withdrawn, during the preceding 
month, a delegation of authority granted 
under §$ 846.642 or 846.643. 

(c) With respect to each delegation so 
listed, the report should state: 

(1) The date delegation was granted or 
withdrawn; 

(2) Whether it includes all contracts 
under the jurisdiction of the service or 
bureau or certain specific contracts only; 

(3) Whether the service or bureau 
granted the delegation on its own re¬ 
sponsibility or relying on a prior delega¬ 
tion by another service or bureau; and 

(4) The reasons for the withdrawal of 
any delegation. [JTR 898.1] 


Part 849 —Forms and Instructions 
849.900 Scope of part. 


SUBPART C—TERMINATION ARTICLES AND 
RELATED FORMS 

Sec. 

849.930 Scope. 

849.931 Uniform termination article for 

fixed price supply prime con¬ 
tracts. 

849.932 Uniform termination article for 

cost-plus-a-fixed-fee prime con¬ 
tracts. 

849.933 War Department termination ar¬ 

ticle for fixed-price construction 
prime contracts. 

849.935 War Department termination ar¬ 

ticles for preliminary contrac¬ 
tual instruments. 

849.935- 1 Form of termination article for 

letter order for supplies (no 
price stated) or for letter order 
for fixed price or cost-plus-a- 
fixed-fee construction. 

849.935- 2 Form of termination article for 

letter order for supplies with 
price stated. 

849.938 Approved termination article for 
fixed-price supply subcontracts. 

849.937 Form of supplemental agreement 

to insert or amend termination 
article. 

849.938 Termination article for fixed price 

supply prime contracts with 
War Supplies Limited (Can¬ 
ada). 

SUBPART D—FORMS RELATING TO TERMINATION 
NOTICE AND INSTRUCTIONS 


849.940 Scope. 

849.941 Forms of telegraphic termination 

notice to prime contractors. 
849.941-1 Telegraphic notice to fixed-price 
prime contractors. 


Sec. 

849.942 

849.942- 1 

849.942- 2 

849.943 

849.943- ^1 

849.943- 2 

849.944 

849.944- 1 

849.944- 2 

849.944- 3 


Forms of letter termination no¬ 
tice to prime contractors. 

Letter termination notice to prime 
contractors under fixed-price 
(lump sum) supply or construc¬ 
tion contracts. 

Letter termination notice to prime 
contractors under cost-plus-a- 
fixed-fee supply contracts. 

Instructions to prime contractors 
on termination. 

Instructions to prime contractors 
under terminated fixed-price 
(lumpsum) supply or construc¬ 
tion contracts. 

Instructions to prime contractors 
under cost-plus-a-fixed fee sup¬ 
ply contracts. 

Forms of notice and instructions 
for subcontractors. 

Telegraphic termination notice to 
subcontractors. 

Letter termination notice for use 
by prime contractors in termi¬ 
nating fixed-price (lump sum) 
supply subcontracts. 

Instructions for use by prime con¬ 
tractors in terminating fixed- 
price (lump sum) supply sub¬ 
contracts. 


SUBPART E—FORMS RELATING TO INTERIM 
FINANCING 


849.950 

849.951 


849.951- 1 

849.951- 2 

849.952 

849.952- 1 

849.952- 2 

849.952- 3 

849.952- 4 


849.952- 5 
849.953 

849.953- 1 

849.953- 2 

849.953- 3 


849.953-4 


849.954 

849.955 


Scope. 

Forms for 1944 V-Loan guarantee 
agreement and explanatory 
notes. 

Form of agreement. 

Explanatory notes to 1944 V-LOan 
guarantee agreement. 

T-Loan forms. 

T-Loan guarantee agreement. 

Termination loan agreement. 

Exhibits to termination loan 
agreement. 

Explanatory notes regarding 
T-Loan guarantee and loan 
agreements. 

Application by financing institu¬ 
tion for T-Loan guarantee. 

Specimen forms of application for 
partial payment. 

Specimen application for immedi¬ 
ate partial payment (Front). 

Specimen application for immedi¬ 
ate partial payment (Reverse). 

Specimen application for cost- 
supported partial payment 
(Front). 

Specimen application for cost- 
supported partial payment (Re¬ 
verse ). 

Form of supplemental agreement 
for controlled partial payments. 

Form of Agreement for Subcon¬ 
tractors' Payment Fund. 


SUBPART F—FORMS FOR SETTLEMENT PROPOSALS 


849.960 
849 961 

849.961- 1 

849.961- 2 
849.962 


849.962- 1 

849.962- 2 

849.962- 3 

849.962- 4 

849.962- 5 

849.962- 6 

849.962- 7 


Scope. 

Specimen proposal on Short Form 
(Form la). 

Form la (Front). 

Form la (Reverse). 

Specimen proposal on Form 1 
with supporting schedules 
(Forms 2 and 3). 

Proposal Form 1 (Front). 

Proposal Form 1 (Reverse). 

Certificate for termination in¬ 
ventory schedules. 

Termination Inventory Schedule 
Form 2a (Metals). 

Termination Inventory Schedule. 
Form 2b (Raw materials). 

Termination Inventory Schedule 
Form 2b (Purchased parts). 

Termination Inventory Schedule 
Form 2b (Finished compo¬ 
nents). 


Sec. 

849.962- 8 Termination Inventory Schedule 

Form 2c (Work-in-process). 

849.962- 9 Termination Inventory Schedule 

Form 2d (Dies, Jigs, Fixtures, 
etc.). 

849.962- 10 Schedule of Accounting informa¬ 

tion (Form 3). 

849.962- 11 Schedule attached to Form 3. 

849.963 Specimen proposal on Form lb 

(Total cost basis). 

849.963- 1 Form lb (Front). 

849.963- 2 Form lb (Reverse). 

849.963- 3 Attached Schedule A to Form lb. 

849.963- 4 Attached Schedule C to Form lb. 

849.963- 5 Other supporting schedules. 

849.964 Instructions for use of standard 

proposal forms. 

849.965 Settlement proposal for use on 

terminated cost and cost-plus- 
a-fixed-fee contracts. 

849.966 Proposal for settlement of Inter¬ 

est claims where interest on a 
V- or VT-loan has been waived. 

849.966- 1 Form for claiming interest on 

terminated contracts where in¬ 
terest on loans guaranteed by 
the government has been 
waived. 

849.966- 2 Instructions for claiming interest 

under terminated contracts 
where Interest on loans guar¬ 
anteed by the government has 
been waived. 

SUEPART G—FORMS RELATING TO PROPERTY 
DISPOSITION 

Scope. 

Forms of receipt with respect to 
the removal of termination 
inventory from contractors* 
plants. 

Suggested form of receipt (con¬ 
tractor-owned property). 
Suggested form of receipt (Gov¬ 
ernment-owned property). 
Forms for standard storage agree¬ 
ments. 

Agreement with war contractor 
for storage space. 

Agreement with war contractor 
for storage and service. 
Certificate to be furnished by 
subcontractor regarding dis¬ 
position of allocable termina¬ 
tion inventory. 

Forms relating to removal of plant 
equipment held under War De¬ 
partment facilities contracts. 
Application for disposition of 
plant equipment. 

Form of release and receipt with 
respect to removal of Govern¬ 
ment-owned plant equipment. 
Agreement with war contractor 
for storage and service with re¬ 
gard to plant equipment. 

SUBPART H—FORMS RELATING TO SETTLEMENT 


849.970 

849.971 

649.971- 1 

849.971- 2 

849.972 

849.972- 1 

840.972- 2 

849.973 

849.974 

849.974- 1 

849.974- 2 

849.974- 3 


849.980 

849.981 

849.981- 1 

849.981- 2 

849.981- 3 


849.981-4 


849.983 


Scope. 

Settlement agreement for fixed- 
price prime contracts. 

Settlement agreement for use in 
settling fixed-price prime con¬ 
tracts after complete termina¬ 
tion. 

Settlement agreement for use in 
settling fixed-price prime con¬ 
tracts after partial termination. 

No-cost settlement agreement for 
use in settling fixed-price prime 
contracts after complete termi¬ 
nation where contractor pre¬ 
sents no claim. 

No-cost settlement agreement for 
use in settling fixed-price prime 
contracts after partial termi¬ 
nation where contractor pre¬ 
sents no claim. 

Settlement agreements for cost- 
plus-a-fixed-fee contracts. 
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Sec. 

849.983- 1 

849.983- 2 

849.984 

849.984- 1 

849.984- 2 

849.987 

849.987- 1 

849.987- 2 


849.987-3 


849.988 

849.988-1 


849.988- 2 

849.988- 3 

849.988- 4 

849.989 

849.989- 1 

849.989- 2 


Settlement agreement for use in 
settling cost-plus-a-fixed-fee 
prime contracts after complete 
termination. 

Partial settlement agreement for 
use in making partial settle¬ 
ments of cost-plus-a-fixed-fee 
prime contracts. 

Pretermination settlement agree¬ 
ment. 

Suggested form of pretermination 
settlement agreement for fixed- 
price prime contracts contain¬ 
ing the uniform article. 

Explanatory notes to suggested 
form of pretermination settle¬ 
ment agreement. 

Forms for settlements of subcon¬ 
tracts by war contractors. 

Form of authorization to war con¬ 
tractor to settle subcontractors’ 
claims and make partial pay¬ 
ments. 

No-cost settlement agreement for 
use in settling fixed-price sub¬ 
contracts after complete termi¬ 
nation where subcontractor pre¬ 
sents no claim. 

No-cost settlement agreement for 
use in settling fixed-price sub¬ 
contracts after partial termina¬ 
tion where subcontractor pre¬ 
sents no claim. 

Forms relating to direct settle¬ 
ment with subcontractors. 

Form of article to be inserted in 
final settlement agreement 
where a prime contractor is 
unable to settle with a subcon¬ 
tractor. 

Notice to subcontractor under 
section 7 (d) of act. 

Form of notice to immediate pur¬ 
chaser of proposed direct set¬ 
tlement with subcontractor. 

Settlement agreement for use 
when the Government settles 
directly the termination claim 
of a fixed-price subcontractor. 

Settlements of contracts with 
War Supplies Limited. 

Form of certificate by War Sup¬ 
plies Limited. 

Form of settlement agreement 
with War Supplies Limited. 


§ 849.900 Scope of part. Tills part 
contains forms and instructions relating 
to termination for use in accordance with 
this subchapter. [JTR 900] 


SUBPART C—TERMINATION ARTICLES AND 
RELATED FORMS 1 


§ 849.930 Scope. This subpart con¬ 
tains forms of approved termination ar¬ 
ticles for various types of prime contracts 
and certain related forms. It also con¬ 
tains the approved termination article 
for fixed-price subcontracts. [JTR 930] 

§ 849.931 Uniform termination arti¬ 
cle for fixed price supply prime coyi- 
tracts. 

Art. Termination at the Option of the 
Government, (a) The performance of work 
under this contract may be terminated by the 
Government in accordance with this Article 
in whole, or from time to time In part, when¬ 
ever the contracting officer shall determine 
any such termination is for the best interests 
of the Government. Termination of work 
hereunder shall be effected by delivery to the 
contractor of a Notice of Termination speci¬ 
fying the extent to which performance of 
work under the contract shall be terminated, 
and the date upon which such termination 
shall become effective. If termination of 


* Subparts A and 13 are reserved. 


work under this contract is simultaneous 
with, a part of, or In connection with, a 
general termination (1) of all or substan¬ 
tially all of a group or class of contracts 
made by the War |Navy) Department for the 
same product or for closely related products, 
or (2) of war contracts at, about the time of, 
or following, the cessation of the present hos¬ 
tilities. or any major part thereof, such ter¬ 
mination shall only be made in accordance 
with the provisions of this Article, unless the 
contracting officer finds that the contractor 
is then in gross or wilful default under this 
contract. 

(b) After receipt of a Notice of Termi¬ 
nation and except as otherwise directed by 
the contracting officer, the contractor shall 

(1) terminate work under the contract on 
the date and to the extent specified in the 
Notice of Termination; (2) place no further 
orders or subcontracts for materials, services 
or facilities except as may be necessary for 
completion of such portions of the work un¬ 
der the contract as may not be terminated; 
(3) terminate all orders and subcontracts to 
the extent that they relate to the perform¬ 
ance of any work terminated by the Notice 
of Termination; (4) assign to the Govern¬ 
ment, in the manner and to the extent dl> 
rected by the contracting officer, all of the 
right, title and interest of the contractor 
under the orders or subcontract? so termi¬ 
nated; (5) settle all claims arising out of 
such termination of orders and subcontracts 
with the approval or ratifications of the con¬ 
tracting omcer to the extent that he may re¬ 
quire. which approval or ratification shall be 
final for all the purposes of this Article; (6) 
transfer title and deliver to the Government 
in the manner, to the extent and at the times 
directed by the contracting officer (l) the 
fabricated or unfabricated parts, work in 
process, completed work, supplies and other 
material produced as a part of, or acquired 
in respect of the performance of, the work 
terminated In the Notice of Termination, 
and (U) the plans, drawings, information 
and other property which, if the contract had 
been completed, would be required to be 
furnished to the Government; (7) use his 
best efforts to sell in the manner, to the 
extent, at the time, and at the price or prices 
directed or authorized by the contracting 
officer, any property of the types referred to 
in subdivision (6) of this paragraph: Pro¬ 
vided. however. That the contractor (1) shall 
not be required to extend credit to any pur¬ 
chaser and (ii) may retain any such prop¬ 
erty at a price or prices approved by the con¬ 
tracting officer; (8) complete performance of 

‘ such part of the work as shall not have been 
terminated by the Notice of Termination; 
and (9) take such action as may be necessary 
or as the contracting officer may direct for 
protection and preservation of the property, 
which is in the possession of the contractor 
and in which the Government has or may 
acquire an interest. 

(c) The contractor and the contracting 
officer may agree upon the whole or any part 
of the amount or amounts to be paid to the 
contractor by reason of the total or partial 
termination of work pursuant to this Article, 
which amount or amounts may include a 
reasonable allowance for profit, and the 
Government shall pay the agreed amount or 
amounts. Nothing in paragraph (d) of this 
Article prescribing the amount to be paid to 
the contractor in the event of failure of the 
contractor and the contracting officer to agree 
upon the whole amount to be paid to the con¬ 
tractor by reason of the termination of work 
pursuant to this Article shall be deemed to 
limit, restrict or otherwise determine or af¬ 
fect the amount or amounts which may be 
agreed upon to be paid to the contractor pur¬ 
suant to this paragraph (c). 

(d) In the event of the failure of the con- 
’ tractor and contracting officer to agree as 

provided in paragraph (c) upon the w f hole 
amount to be paid to the contractor by 
reason of the termination of work pursuant 


to this Article, the Government, but without 
duplication of any amounts agreed upon in 
accordance with paragraph (c). shall pay to 
the contractor the following amounts: 

(1) For completed article delivered to and 

accepted by the Government (or sold or re¬ 
tained as provided in paragraph (b) (7) 

above) and not theretofore paid for, forth¬ 
with a sum equivalent to the aggregate price 
for such articles computed in accordance with 
the price or prices specified in the contract; 

(2) In respect of the contract work termi¬ 
nated as permitted by this Article, the total 
(without duplication of any items) of (i) the 
cost of such work exclusive of any cost at¬ 
tributable to articles paid or to be paid for 
under paragraph (d) (1) hereof; (ii) the cost 
of settling and paying claims arising out of 
the termination of work under subcontracts 
or orders as provided in paragraph (b) (5) 
above, exclusive of the amounts paid or pay¬ 
able on account of supplies or materials de¬ 
livered or services furnished by the subcon¬ 
tractor prior to the effective date of the 
notice of termination of work under this 
contract which amounts shall be Included in 
the cost on account of which payment is 
made under subdivision (i) above; and (iii) a 

sum equal to- % 1 of the part of the 

amount determined under subdivision (i) 
which represents the cost of articles or ma¬ 
terials not processed by the contractor, plus a 

sum equal to _ % * of the remainder of 

such amount, but the aggregate of such sums 
shall not exceed 6% of the whole of the 
amount determined under subdivision (1), 
which for the purpose of this subdivision 
(111) shall exclude any charges for Interest on 
borrowings; 

(3) The reasonable cost of the preserva¬ 
tion and protection of property incurred 
pursuant to paragraph (b) (9) hereof; and 
any other reasonable cost incidental to ter¬ 
mination of work under this contract, in¬ 
cluding expense incidental to the determina¬ 
tion of the amount due to the contractor as 
the result of the termination of work under 
this contract. The total sum to be paid to 
the contractor under subdivisions (1) and 
(2) of this paragraph (d) shall not exceed 
the total contract price reduced by the 
amount of payments otherwise made and 
by the contract price of work not terminated. 
Except for normal spoilage and to the extent 
that the Government shall have otherwise 
expressly assumed the risk of loss, there shall 
be excluded from the amounts payable to 
the contractor as provided in paragraph (d) 
(1) and paragraph (d) (2) (i). all amounts 
allocable to or payable in respect of property, 
which is destroyed, lost, stolen or damaged 
so as to become undeliverable prior to the 
transfer of title to the Government or to a 
buyer pursuant to paragraph (b) (7) or prior 
to the 60th day after delivery to the Govern¬ 
ment of an inventory covering such property, 
whichever shall first occur. 

(e) The obligation of the Government to 
make any payments under this article: (1) 
shall be subject to deductions in respect of 


1 1 In the War Department the chief of 
each service may provide for determining the 
percentages to be inserted at Note 1 (which 
in no event will exceed 2%) and at Note 2 
(which may he greater or less than or equal 
to 6%). The general use of 2% and 8^>, 
respectively, as arbitrary figures is recom¬ 
mended in the interest of expediting the 
execution of contracts. Where the use of 
arbitrary figures Is not desired for any 
reason, the methods to he used in arriving at 
the percentage to be inserted at Note 2 shall 
be the same as those now used in price 
analysis. When the intended rate of profit 
on the finished article covered by the contract 
Is lower than 8%, the Insertion of a lower 
figure at Note 2 will of course be desirable. 

In the Navy Department the percentages to 
he inserted at Notes 1 and 2 are 2% and 
8% without variation. 
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(i) all unliquidated partial or progress pay¬ 
ments, payments on account theretofore 
made to the contractor and unliquidated ad¬ 
vance payments, (11) any claim which the 
Government may have against the contractor 
In connection with this contract, and (ill) 
the price agreed upon or the proceeds of sale 
of any materials, supplies or other things re¬ 
tained by the contractor or sold, and not 
otherwise recovered by or credited to the Gov¬ 
ernment, and (2) in the discretion of the 
contracting officer shall be subject to deduc¬ 
tion in respect of the amount of any claim 
of any subcontractor or supplier whose sub¬ 
contract or order shall have been terminated 
as provided in paragraph (b) (3) except to 
the extent that such claim covers (i) prop¬ 
erty or materials delivered to the contractor 
or (ii) services furnished to the contractor 
in connection with the production of com¬ 
pleted articles under this contract. 

(f) In the event that, prior to the determi¬ 
nation of the -final amount to be paid to the 
contractor as in this article provided, the 
contractor shall file with the contracting offi¬ 
cer a request In writing that an equitable 
adjustment should be made in the price or 
prices specified in the contract for the work 
not terminated by the Notice of Termination, 
the appropriate fair and reasonable adjust¬ 
ment shall be made in such price or prices. 

(g) The Government shall make partial 
payments and payments on account, from 
time to time, of the amount to which the 
contractor shall be entitled under this Arti¬ 
cle, whether determined by agreement or 
otherwise, whenever in the opinion of the 
contracting officer the aggregate of such pay¬ 
ments shall be within the amount to which 
the contractor will be entitled hereunder. 

(h) For the purposes of paragraphs (d) (2) 

and (d) (3) hereof, the amounts of the 
payments to be made by the Government 
to the contractor shall be determined in 
accordance with the Statement of Principles 
for Determination of Costs upon Termina¬ 
tion of Government Fixed Price Supply Con¬ 
tracts approved by the Joint Contract Ter¬ 
mination Board, December 31. 1943, as 

amended by Regulation No. 5 of the Office 
of Contract Settlement dated September 30, 
1944.* The contractor for a period of three 
years after final settlement under the con¬ 
tract shall make available to the Govern¬ 
ment at all reasonable times at the office 
of the contractor all of its books, records, 
documents, and other evidence bearing on 
the costs and expenses of the contractor 
under the contract and In respect of the 
termination of work thereunder. 

[JTR 931] 

§ 849.932 Uniform termination article 
for cosl-plus-a- fixed-fee prime con¬ 
tracts . 

Article ... Termination by the Govern¬ 
ment. 

(a) Notice of Termination of Contractor's 
Right to Proceed. The performance of work 
under this contract may be terminated by the 
Government In whole, or from time to time 
in part, (1) whenever the contractor shall 
default in performance, or shall so fail to 
make progress in the prosecution of the 
work hereunder as to endanger performance 
(which shall be considered as a default for 
purposes of this contract) of this contract 
in accordance with its terms, and shall fall 
to cure such fault or failure within a period 
of ten days (or such longer period as the con¬ 
tracting officer may allow) after receipt from 
the contracting officer of a notice specifying 
the fault or failure, or (2) whenever for any 
reason the contracting officer shall determine 
any such termination is for the best inter¬ 
ests of the Government. If termination of 
work under this contract is simultaneous 
with, a part of, or in connection with, a gen- 


•See § 815.551. 


eral termination (1) of all or substantially 
all of a group or class of contracts made by 

the_Department for the same 

product or for closely related products, or 
(2) of war contracts at, about the time of, 
or following, the cessation of the present 
hostilities, or any major part thereof, the 
termination shall not be for the default of 
the contractor, unless the contracting officer 
finds that the contractor is then in gross or 
willful default under this contract. Termi¬ 
nation of work hereunder shall be effected 
by delivery to the contractor of a Notice of 
Termination specifying whether termination 
is for the default of the contractor or at the 
option of the Government, the extent to 
which performance of work under the con¬ 
tract shall be terminated, and the date upon 
which such termination Bhall become 
effective. 

(b) Certain obligations of the contractor . 
After receipt of a Notice of Termination and 
except as otherwise directed by the contract¬ 
ing officer, the contractor shall (1) terminate 
work under the contract on the date and to 
the extent specified In the Notice of Termi¬ 
nation; (2) place no further orders or sub¬ 
contracts for materials, services or facilities 
except as may be necessary for completion of 
such portions of the work under the contract 
as may not be terminated; (3) terminate all 
orders and subcontracts to the extent that 
they relate to the performance of any work 
terminated by the Notice of Termination; (4) 
assign to the Government, In the manner and 
to the extent directed by the contracting offi¬ 
cer, all of the right, title and interest of the 
contractor under the orders or subcontracts 
so terminated; (5) settle, with the approval 
or ratification of the contracting officer to the 
extent that he shall require such approval or 
ratification (which approval or ratification 
shall be final for all the purposes of this 
Article), all subcontracts (whether fixed- 
price or cost-plus-a-fixed-fee), obligations, 
commitments, liabilities and claims, the cost 
of which would be reimbursable in accord¬ 
ance with the provisions of this contract in 
whole or in part; (6) transfer title (to the 
extent that title has not already been trans¬ 
ferred) and deliver to the Government in the 
manner, to the extent and at the times di¬ 
rected by the contracting officer (l) the fabri¬ 
cated or unfabricated parts, work in process, 
completed work, supplies and other material 
produced as a part of or acquired In respect 
of the performance of, the work terminated 
in the Notice of Termination, (li) the plans, 
drawings, information and other property 
which, if the contract had been completed, 
would be required to be furnished to the Gov¬ 
ernment, and (ill) the jigs, dies, fixtures, and 
other special tools and tooling acquired or 
manufactured for the performance of this 
contract for the cost of which the contractor 
has been or will be reimbursed under this 
contract; (7) use his best efforts to sell in the 
manner, to the extent, at the time, and at 
the price or prices directed or authorized by 
the contracting officer, any property (whether 
or not title thereto has been transferred to 
the Government for security or otherwise) of 
the types referred to in subdivision (6) of this 
paragraph: Provided, however, That the con¬ 
tractor (1) shall not be required to extend 
credit to any purchaser and (U) may retain 
any such property at a price or prices ap¬ 
proved by the contracting officer: And Pro¬ 
vided further, That the proceeds of any such 
transfer or disposition shall be applied in re¬ 
reduction of any payments to be made by the 
Government to the contractor under this con¬ 
tract or shall otherwise be paid In such man¬ 
ner as the contracting officer may direct; (8) 
complete performance of such part of the 
work as shall not have been terminated by the 
Notice of Termination; and (9) take such 
action as may be necessary or as the con¬ 
tracting officer may direct for the protection 
and preservation of property which is in the 
possession of the contractor and In which the 


Government has or may acquire an interest. 
The contractor shall proceed Immediately 
with the prosecution of the work required 
under this contract notwithstanding any de¬ 
lays in connection with the adjustment of 
the fixed fee in accordance with this Article. 

(c) The contractor and the contracting 
officer may agree upon the whole or any part 
of the amount or amounts. Including an 
amount with respect to the fixed fee payable 
under this contract, payable in connection 
with the contractor’s claim under the con¬ 
tract in the event of the total or partial 
termination of work pursuant to this Article. 

(d) In the event of the failure of the 
contractor and contracting officer to agree 
as provided In paragraph (c) upon the whole 
amount to be paid to the contractor in 
connection with the termination of work 
pursuant to*this Article, the Government, 
but without duplication of any amounts 
agreed upon in accordances with paragraph 
(c), shall pay to the contractor the following 
amounts: 

(1) All costs and expenses reimbursable In 
accordance with this contract, not previously 
paid to the contractor for the performance 
of this contract prior to the effective date 
of the Notice of Termination and such of 
these costs as mhy continue for a reasonable 
time thereafter with the approval of or as 
directed by the contracting officer (which 
approval shall not be unreasonably with¬ 
held) : Provided, however. That the contrac¬ 
tor shall proceed as rapidly as practicable to 
discontinue such costs. 

(2) The cost (so far as not Included in 
payments under subparagraph 1 above) of 
settling and paying claims either arising out 
of the termination of work under subcon¬ 
tracts or orders or with respect to any other 
obligations, commitments and liabilities the 
cost of which would be reimbursable in ac¬ 
cordance with the provisions of this contract 
or arising in connection with the termina¬ 
tion of this contract In whole or in part and 
properly chargeable to this contract: Pro¬ 
vided: 

(A) Any such claim has been settled by 
negotiation or otherwise and (1) the con¬ 
tracting officer has approved or authorized 
such settlement in writing or (2) such set¬ 
tlement of a fixed-price subcontract or or¬ 
der calls for payment of an amount not In 
excess of the amount which would be pay¬ 
able under paragraph (b) of the Approved 
Termination Provision for Use in Fixed Price 
Orders or Subcontracts for the Manufacture 
of Supplies under Government War Con¬ 
tracts, as amended by General Regulation No. 
6 of the Director of Contract Settlement 
(§ 849.936]; or 

(B) A final judgment has been rendered 
against the contractor by a court of com¬ 
petent jurisdiction determining the liability 
of the contractor with respect to any such 
claim, and the contractor has (1) given the 
contracting officer prompt notice of the ini¬ 
tiation of the proceedings in which judgment 
was rendered and offered in writing to give 
the Government complete control of the de¬ 
fense of the proceedings, and (2) diligently 
defended the suit or. in the event that the 
Government ha9 assumed control of the de¬ 
fense of the proceedings, rendered such rea¬ 
sonable assistance as has been requested by 
the Government: And provided further, That 
with respect to a judgment determining the 
liability of the contractor under any subcon¬ 
tract or order one of the following conditions 
is satisfied: 

(l) The contracting officer has approved in 
writing such subcontract or order of the 
provisions of such subcontract or order deal¬ 
ing with the rights of the parties thereto 
upon its termination in whole or in part: 

(ii) Such subcontract or order (If fixed 
price) provides in the event of termination 
thereof In w T hole or In part for payments to 
the subcontractor or supplier of an amount 
not in excess of the amount which would be 
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payable under paragraph (b) of the Approved 
Termination Provision referred to in para¬ 
graph (d) (2) (A) above. 1 

(3) Any other reasonable cost, approved or 
ratified by the contracting officer (which ap¬ 
proval or ratification shall not be unreason¬ 
ably withheld), incidental to the termination 
of work under this contract, including legal, 
accounting, clerical and other costs and ex¬ 
penses (taking into account a reasonable 
allocation of executive, administrative, and 
office expenses of the contractor properly 
allocable to the termination of such work) 
Incidental to: 

(i) Termination of subcontracts or orders 
hereunder; 

(ii) Cessation of work in accordance with 
the Notice of Termination and the determi¬ 
nation of the amounts due to subcontractors 
and other third parties; % 

(ill) Obtaining payment from the Govern¬ 
ment, but only to the extent reasonably nec¬ 
essary for the preparation and presentation 
of settlement proposals and cost evidence in 
connection therewith, provided that termina¬ 
tion is not due to default of the contractor, 
and; 

(iv) Protection, disposition, removal, stor¬ 
age, and transportation (Including delivery 
costs into and out of storage resulting from 
directions of the contracting officer), pur¬ 
suant to paragraphs (b) (7) and (b) (9) 
hereof, of property in which the Government 
has or may acquire an interest under this 
contract (including any Government fur¬ 
nished equipment). 

(4) A portion of the fixed fee payable 
under the contract, determined as follows: 

(1) In the event of the termination of this 
contract at the option of the Government 
and not for the default or the contractor, 
there shall be paid a percentage of the fee 
equivalent to the percentage of the comple¬ 
tion of work contemplated by the contract, 
less fixed fee payments previously made 
hereunder* 


* Where existing contracts are being 
amended to include this articles, the follow¬ 
ing subparagraph (ill) may be Inserted fol¬ 
lowing subparagraph (d) (2) (B) (ii): 

•‘(ii) * • or 

“(lil) such subcontract or order was en¬ 
tered into-prior to the effective date of this 
amendment and contains no provision deal¬ 
ing with the rights of the parties in the 
event of its termination, or if it contains a 
termination provision, such provision does 
not unreasonably increase the common-law 
rights of the subcontractor, provided that in 
either case the approval by the contracting 
officer to such subcontract or order was not 
required by the terms of this contract/' 

2 This form of subparagraph (d) (4) (i) is 
for War Department use. 

Where the fee to be paid the contractor is 
based upon units of production, appropriate 
changes should be made in subparagraph (d) 
(4) (1) to provide for the payment of all fixed 
fees which have accrued at the effective date 
of the Notice of Termination, less fixed fee 
payments previously made. 

Where existing contracts are being amended 
to Include this Article, the following subpara¬ 
graph may be inserted at the end of subpara¬ 
graph (d) (4) (1): 

"In addition to the payment $f a fee based 
upon a percentage of the completion of the 
contract as above provided, the contracting 
officer in his discretion may allow to the con¬ 
tractor an additional -amount (not In excess 
of the total fee payable under the contract 
less all amounts paid on account of the fixed 
fee) as compensation for the services per¬ 
formed by the contractor in connection with 
the termination of this contract at the option 
of the Government, including, without limi¬ 
tation, services rendered in connection with 
the disposition of property in which the Gov¬ 
ernment has or may acquire an Interest and 
the settlement of the liability of the contrac¬ 
tor to subcontractors and third parties. In 


1(1) In the event of the termination of 
this contract at the option of the Govern¬ 
ment and not for the default of the con¬ 
tractor, there shall be paid a portion of the 
fee set forth In Article —, less fixed fee pay¬ 
ments previously made hereunder, computed 
as follows: 

(a) For completed work. That portion of 
the total fixed fee which the number of com¬ 
pleted articles delivered to and accepted by 
the Government bears to the total number of 
completed articles called for under the 
contract; plus, 

(b) For work in process. A sum equal to 

_% (here Insert same percentage originally 

used in computing fixed fee] of the costs and 
expenses reimbursable in accordance with 
this contract for the performance of this 
contract prior to the effective date of the 
notice, including the amount or amounts 
due for supplies or materials delivered or 
services furnished by a subcontractor but ex¬ 
clusive of any cost attributable to completed 
articles delivered and accepted and the cost 
of articles not processed by the contractor. 1 * 

(11) In the event of the termination of this 
contract due to the fault of the contractor, 
the total fixed fee payable to the contractor 
under this contract shall be such propor¬ 
tionate part of the fee (or, if this contract 
calls for articles of different types such part 
of the fee which is reasonably allocable to 
the type of article under consideration) as 
the total number of articles delivered to and 
accepted by the Government bears to the 
total number of articles of a like kind called 
for by this contract. 4 

If the amount so determined is less than 
the total payment of fixed fee theretofore 
made to the contractor the contractor shall 
repay to the Government the excess amount 
thereof. 

(e) Amendment of contract to adjust fixed 
fee in event of partial termination. In case 
only a part of this contract is terminated the 
fixed fee payable with respect to the work to 
be performed shall be equitably adjusted and 
such adjustment shall be reduced to writing 
as an amendment to this contract prior to 
final settlement hereunder. 

(f) Partial payments. The Government 
shall make advance and partial payments 
and payments on account, from time to time, 
of the amounts to which the contractor shall 
be entitled under this Article, whether de¬ 
termined by agreement or otherwise, when¬ 
ever in the opinion of the contracting officer 
the aggregate of such payments shall be 
within the amount to which the contractor 
will be entitled hereunder. Any such par¬ 
tial payment or payments in the discretion 
of the contracting officer, may be made to the 
contractor or directly to, or in escrow for, any 
subcontractor or third party. 

(g) Limitations on the liability of the Gov - 
emment . The obligation of the Government 
to make any payments under this Article 
(1) shall be subject to deductions in respect 
of (i) all unliquidated partial or progress 
payments, payments on account theretofore 
made to the contractor and unliquidated ad¬ 
vance payments, (11) any claim which the 
Government may have against the contractor 


computing the amount of any such additional 
payment, the contracting officer shall take 

into account the efficiency and reasonable 
value of such services performed by the con¬ 
tractor/* 

•This form of subparagraph (d) (4) (1) Is 
for Navy Department use. 

4 In lieu of subparagraph (d) (4) (11), the 
chief of a service or bureau may authorize the 
use of any other appropriate provision for 
revision or adjustment of the fixed-fee by 
reason of the default of the contractor. He 
may also authorize inclusion of this article 
or elsewhere in the contract appropriate pro¬ 
visions relating to excusable delay and the 
right of the Government to take over the 
property and plant in the event of default. 


in connection with this contract, and (ill) 
the price agreed upon or the proceeds of sale 
of any materials, supplies or other things 
retained by the contractor or sold, and not 
otherwise recovered by or credited to the 
Government, and (2) in the discretion of the 
contracting officer, shall be subject to deduc¬ 
tions in respect of any claim of any subcon¬ 
tractor or supplier whose subcontract or order 
shall have been terminated as provided in 
paragraph (b) (3) except to the extent that 
such claim covers (1) property or materials 
delivered to the contractor, or (ii) services 
furnished to the contractor in connection 
with the production of completed Articles 
under this contract. 

(h) Contractor's records. Unless a longer 
period is otherwise provided for in this con¬ 
tract, or by applicable statute, the contractor 
for a period of five years after final settle¬ 
ment under the contract shall make avail¬ 
able to the Government at all reasonable 
times at the office of the contractor all of its 
books, records, documents, and other evi¬ 
dence bearing on the costs and expenses of 
the contractor under the contract and In 
respect of the termination of work 
thereunder. 

[JTR 932] 

§ 849.933 War Department termina¬ 
tion article for fixed-price construction 
prime contracts. 

Article ... Termination for convenience of 
the Government. 

(a) The Government may terminate this 
contract in whole or in part at any time by a 
notice in writing from the Contracting Officer 
to the Contractor, specifying the date upon 
which such termination shall become effective 
and the extent to which the performance of 
such contract shall be terminated. Ter¬ 
mination shall be effective upon the date and 
to the extent specified In said notice. 

(b) Upon receipt of the notice of termina¬ 
tion the Contractor shall except insofar as 
the notice directs otherwise with respect to 
this contract, or, in the event of partial ter¬ 
mination, with respect to the part thereof 
covered by the notice: 

(1) Discontinue all work and the placing 
of all orders for materials and facilities other¬ 
wise required for the performance thereof; 

(2) Cancel all existing orders and subcon¬ 
tracts to the extent such orders and subcon¬ 
tracts are chargeable to the performance 
thereof; 

(3) Transfer to the Government, in ac¬ 
cordance with the directions of the Contract¬ 
ing Officer, all materials, supplies, work in 
process, facilities, equipment, machinery or 
tools acquired by the Contractor in connec¬ 
tion with the performance thereof, ancl all 
plans, drawings, working drawings, sketches, 
specifications and information for use in con¬ 
nection therewith. If and as the Contracting 
Officer so directs or authorizes, the Contrac¬ 
tor shall sell at a price approved by the Con¬ 
tracting Officer, or retain at a price, mutually 
agreeable, any such materials, supplies, 
equipment, machinery, tools, or other things: 
Provided , however, That the Contractor may 
retain any such equipment, machinery and 
tools as of right if he so elects in writing, 
stating that he will forego reimbursement 
therefor. The proceeds of any such sale, or 
the agreed price, shall be paid or credited to 
the Government in such maimer as the con¬ 
tracting officer may direct bo as to reduce 
the amount payable by the Government un¬ 
der this Article. 

(4) Take such action as may be necessary 
to secure to the Government the benefits of 
any rights remaining in the Contractor un¬ 
der orders or subcontracts chargeable thereto 
to the extent that such orders or subcon¬ 
tracts are bo chargeable; 

(6) Take such action as the Contracting 
Officer may prescribe for the protection and 
preservation of all property In the possession 
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or control of the Contractor, title to which is 
transferable to the Government under the 
provisions of tills article. 

Should the notice of termination cover only 
a portion of this contract, the Contractor 
will proceed to completion of such portions as 
are not terminated. 

(c) Upon compliance by the Contractor 
with the above provisions of this Article and 
subject to deductions or credit for payments 
previously made, and without duplication of 
any such payments, the Government shall 
pay to the Contractor such sum as the Con¬ 
tracting Officer and the Contractor may agree 
by Supplemental Agreement is reasonably 
necessary to compensate the Contractor for 
his costs, expenditures, liabilities, commit¬ 
ments and work with respect to this contract, 
other than the expenditures and costs re¬ 
ferred to in paragraph (e) of this Article. 
The Contracting Officer shall include in such 
sum such allowance for profit with respect 
to the contract as is reasonable under all 
the circumstances. 

(d) If the Contracting Officer and the Con¬ 
tractor, within 90 days from the effective date 
of the notice of termination referred to in 
paragraph (a), or within such extended pe¬ 
riod as may be agreed upon between them, 
cannot agree upon the sum payable under the 
provisions of paragraph (c). the Government 
shall instead compensate the Contractor In 
the following manner, subject to deductions 
or credit for payments previously made, and 
without duplication thereof, and upon com¬ 
pliance with the provisions of paragraphs (a) 
and (b) of this Article: 

(1) By reimbursing the Contractor for all 
actual expenditures and costs certified by the 
Contracting Officer as having been made or 
incurred with respect to this contract, in¬ 
cluding expenditures and costs made or in¬ 
curred in connection with any portions of the 
contract which may have been completed 
prior to termination, as well as expendi¬ 
tures and costs made or incurred after ter¬ 
mination in completing those portions of the 
contract which the Contractor may have been 
required by the notice of termination to com¬ 
plete. 

(2) By reimbursing or providing for the 
payment or reimbursement of, the Contrac¬ 
tor for all expenditures made or costs in¬ 
curred with the prior vrritten approval of the 
Contracting Officer in settling or discharg¬ 
ing any outstanding contractual obligations 
or commitments incurred or entered into by 
the Contractor with respect to this contract; 
and 

(3) By paying the Contractor, as a profit on 
this contract, insofar as a profit Is realized 
hereunder, an amount to be computed by the 
Contracting Officer in the following manner: 

(A) Estimate the profit which would have 
been realized on this contract If the con¬ 
tract had been completed and labor and ma¬ 
terials costs prevailing at the date of termi¬ 
nations had remained in effect. 

(B) Estimate, from a consideration of all 
relevant factors, the percentage of comple¬ 
tion of the contract including any work per¬ 
formed after termination. In estimating the 
percentage of completion, the Contracting 
Officer shall estimate the percentage of the 
total work required by the contract which 
the work actually accomplished represents. 

(C) Multiply the profit determined under 
(A) by the percentage determined under (B). 
The product is the amount to be paid the 
Contractor as profit. 

(e) The Government shall pay to the Con¬ 
tractor such sum as the Contracting Officer 
and the Contractor may agree upon for ex¬ 
penditures made and costs Incurred with the 
approval of the Contracting Officer (a) after 
the date of termination for the protection of 
Government property, and (b) for such other 
expenditures and costs as may be necessary 
in connection with the settlement of this 
contract, and in the absence of such agree- 
No. 92-13 


ment as to the amount of such expenditures 
and costs shall reimburse the Contractor for 
the same. 

(f) The obligation of the Government to 
make any of the payments required by this 
Article shall be subject to any unsettled claim 
for labor or material and to any claim which 
the Government may have against the Con¬ 
tractor under or in connection with this con¬ 
tract, and payments under this Article shall 
be subject to reasonable deductions by the 
Contracting Officer on account of defects In 
materials or workmanship. 

(g) The sum of all amounts payable under 
this Article, plus the sum of all amounts pre¬ 
viously paid under this contract, shall not 
exceed the total contract price, adjusted in 
the event that this contract contains an ar¬ 
ticle providing for price adjustment, on the 
basis of the estimate of the Contracting Offi¬ 
cer, to the extent which would have been 
required by such article if this contract had 
been completed and labor and materials costs 
prevailing at the date of termination had 
remained In effect. 

(h) Should the above provisions of this 
Article not result in payment to the Con¬ 
tractor of at least $100, then that amount* 
shall be paid to the Contractor in lieu of any 
and all payments hereinbefore provided for 
in this Article. 

(i) The Government Bhall promptly make 
partial payments to the Contractor 

(1) on account of the amounts due under 
paragraphs (c), (d) and (e) of this Article 
to the extent that. In the Judgment of the 
Contracting Officer, such payments are clearly 
within the amounts due under such para¬ 
graphs. and 

(2) of such amounts as the Contracting 
Officer may direct, an account of proposed 
settlements of outstanding obligations or 
commitments, to be made by the Contractor 
pursuant to paragraph (d) (2) of this Article, 
if such settlements shall have been approved 
by the Contracting Officer and subject to such 
provisions for escrow or direct payment to the 
persons entitled to receive such settlement 
payments as the Contracting Officer may re¬ 
quire. 

(J) Any disputes arising out of termina¬ 
tion under this Article shall be decided in 
accordance with the procedure prescribed in 
Article • • • • of this contract. 

(k) Upon the making of the payments 
called for by this Article, all obligations of 
the Government to make further payments 
or to carry out other undertakings hereunder 
shall cease forthwith and forever, except that 
all rights and obligations of the respective 
parties under the Articles, if any, of this con¬ 
tract applicable to patent infringements and 
reproduction rights shall remain in full force 
and effect. 

(l) The Government shall terminate this 

contract only in accordance with this Article, 
except as otherwise provided by law or by 
Article • * * (Delays-Damage). Not¬ 
withstanding Article • • • (Delays- 

Damages) and any defaults of the Contractor, 
the Government shall terminate this con¬ 
tract only in accordance with this Article if 
such termination is simultaneous with or 
part of or In connection with a general ter¬ 
mination of war contracts at, about the time 
of, or following the cessation of the present 
hostilities or the end of the present war, 
unless the Contracting Officer finds that the 
defaults of the Contractor (1) have been 
gross or wilful and (2) have caused substan¬ 
tial damage to the Government. 

[JTR 9331 

§ 849.935 War Department termina¬ 
tion articles for preliminary contractual 
instruments . [JTR 935] 

5 849.935-1 Form of termination ar¬ 
ticle for letter order for supplies (no price 


stated) or for letter order for fixed price 
or cost-plus-a-fixed-fee construction .* 

Article ... (a) In case a definitive con¬ 
tract is not executed by__ 19 __ 

(or any subsequent date at any time mu¬ 
tually agreed upon) because of the inability 
of the parties to agree upon a definitive con¬ 
tract, this order will terminate on the stated 
date or such subsequent date, as the case 
may be. 

(b) The Government may at any time 
terminate this order in whole or in part for 
its convenience by giving you written notice 
of such termination. 

(c) In the event of any termination 
pursuant to either paragraph 6 (a) or para¬ 
graph 6 (b) of this order, you and the Con¬ 
tracting Officer will attempt to agree by ne¬ 
gotiation upon a settlement estimated by the 
parties to be the aggregate amount (less 
payments previously made to you) of the 
costs Incurred by you in the performance 
of this order and the amounts paid or to be 
paid by you or for your account in settling, 
with the approval of the Contracting Of¬ 
ficer, your obligations for commitments made 
in the performance of this order. In case 
of termination pursuant to paragraph 6 (b), 
such negotiated settlement may include a 
reasonable allowance for profit. Any such 
negotiated settlement shall be embodied in 
a Supplemental Agreement. 

(d) If you and the Contracting Officer are 
not able to agree upon such a negotiated 
settlement within 90 days after the effective 
date of the termination (or within such long¬ 
er period as at any time may be mutually 
agreed upon), the Government binds itself 
(without duplication of any of the following 
payments or of any payments previously 
made) to reimburse you for the costs in¬ 
curred by you In the performance of this 
order and for any amounts paid by you or for 
your account in settling, with the approval 
of the Contracting Officer, your obligations 
for commitments made in the performance 
of this order. In lieu of reimbursing you 
for expenditures made by you in settling 
any of your obligations for commitments, 
the Government, In the discretion of the 
Contracting Officer, may assume such obli¬ 
gations or any of them. The total of such 
reimbursement (and of all payments previ¬ 
ously made), together with the amount of 
any obligations assumed shall not exceed 
the amount above specified. 

If such termination shall take place pur¬ 
suant to paragraph 6 (a) of this order no 
allowance of profit will be made to you. If 
termination 6hall take place for the con¬ 
venience of the Government pursuant to 
paragraph 6 (b) of this order, such allowance 
of profit [a fee) will be made to you with 
respect to the work done by you prior to the 
effective date of the termination as the Con¬ 
tracting Officer may find to be reasonable 
under all the circumstances, [but such fee 

shall in no event exceed-percent (-.%) 

of so much of the estimated cost set forth in 
paragraph 1 as is allocable to such work). 

(e) The Government may permit you to 
sell or retain at prices or on terms agreed to 
by the Government any equipment, com¬ 
pleted supplies, materials or work in process 
and the proceeds of any such sale, or such 
agreed prices, shall be paid or credited to the 
Government in such manner as the Con¬ 
tracting Officer may direct. 

(f) Upon payment or reimbursement to 
you pursuant to paragraph 0 (c) or 6 (d) of 
this order, title to all equipment, completed 


*In using this form for cost-plus-a-fixed- 
fee construction letter orders, the words in 
italics should be omitted and the words in 
brackets should be included. In using the 
form for letter orders for supplies with no 
price stated or for fixed price construction, 
the words in italics should be included and 
the words in brackets should be omitted. 
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supplies, work In process, materials, plans. 
Information, and other things, for which you 
are so paid or reimbursed (except such prop¬ 
erty as may be sold or retained by you as 
above provided) will vest in the Government 
(if title thereto has not already become 
vested In the Government). The Govern¬ 
ment will also become entitled to any rights 
under any commitment which It may as¬ 
sume, or for the settlement of which it shall 
have reimbursed you. 

(g) Any dispute which arises under this 
paragraph 6 regarding a matter of fact (in¬ 
cluding any dispute (1) as to whether termi¬ 
nation has in fact taken place for the con¬ 
venience of the Government or because of 
the inability of the parties to agree upon a 
definitive contract, or (2) as to the extent 
of any allowance of a profit for fee] in the 
event of a termination for the convenience 
of the Government) will be treated and re¬ 
solved as a dispute under the ••Disputes” 
article incorporated in this order by refer¬ 
ence. 3 

(h) Partial payments on account of any 
amount admittedly due to you pursuant to 
this paragraph 6 may be made by the Gov¬ 
ernment at any time in the discretion of the 
Contracting Officer. 

[JTR 935.1] 

§ 849.935-2 Form of termination ar¬ 
ticle for letter order for supplies with 
price stated. 

Article __ (a) (Same as § 849.935-1 (a)] 

(b) |Same as § 849.935-1 (b)] 

(c) In the event of any termination pur¬ 
suant to either paragraph 6 (a) or paragraph 
6 (b) of this order, you and the Contracting 
Officer will attempt to agree by negotiation 
upon a settlement estimated by the parties 
to be the aggregate amount (less payments 
previously made to you) of the unit price 
above specified for all completed supplies, 
the costs incurred by you with respect to 
the uncompleted portion of this order, and 
the amounts paid or to be paid by you or 
for your account in settling, with the ap¬ 
proval of the Contracting Officer, your obli¬ 
gations for commitments made with respect 
to such uncompleted portion of this order. 
In case of termination pursuant to para¬ 
graph 6 (b). such negotiated settlement may 
include a reasonable allowance for profit. 
Any such negotiated settlement shall be em¬ 
bodied in a Supplemental Agreement. 

(d) If you and the Contracting Officer are 
not able to agree upon such a negotiated set¬ 
tlement within 90 days after the effective 
date of the termination (or within such 
longer period as at any time may be mutually 
agreed upon), the Government binds Itself 
(without duplication of any of the following 
payments or of payments previously made); 

(1) To pay you the unit price above speci¬ 
fied for all completed supplies; 

(2) To reimburse you for the costs in¬ 
curred by you with respect to the uncom¬ 
pleted portion of this order and for any 
amounts paid by you or for your account in 
settling, with the approval of the Contract¬ 
ing Officer, your obligations for commit¬ 
ments with respect to such uncompleted 
portion of this order. In lieu of reimburs¬ 
ing you for expenditures made by you in 
settling any of your obligations for commit¬ 
ments with respect to the uncompleted por- 

s Where the letter order is for an amount 
less than $20,000, the “Disputes'' article will 
not have been incorporated by reference by 
virtue of paragraph 3 or 6 (g) of the letter 
order, since contracts in such amount are 
not required to contain that article. In that 
event the language of the letter order will 
be appropriately modified expressly to incor¬ 
porate by reference either the “Disputes” 
article set forth in § 803.326 or that con¬ 
tained in General Provision 12 of W. D. Con¬ 
tract Form No. 18. 


tion of this order, the Government, in the 
discretion of the Contracting Officer, may 
asstime such obligations or any of them. 

If such termination shall take place pur¬ 
suant to paragraph 6 (a) of this order no 
allowance of profit will be made to you (ex¬ 
cept as the payment of the unit price for 
completed supplies may Include a profit). 
If termination shall take place for the con¬ 
venience of the Government pursuant to 
paragraph 6 (b) of this order, such allowance 
of profit (in addition to any profit included 
in paying the unit price for completed sup¬ 
plies) will be made to you with respect to 
the work done by you on uncompleted sup¬ 
plies prior to the effective date of the ter¬ 
mination as the Contracting Officer may find 
to be reasonable under all the circum¬ 
stances. 

(e) (Same as § 849.935-1 (e) ] 

(f) (Same as § 849.935-1 (f) | 

* (g) (Same as § 849.935-1 (g) J 

(h) (Same as § 849.935-1 (h) ] 

(JTR 935.2] 

§ 849.936 Approved termination ar¬ 
ticle for fixed-price supply subcontracts. 

Article ... (a) The buyer may terminate 
work under this order in whole or in part 
at any tfme by written or telegraphic notice, 
whenever (1) the Government requests the 
termination of this order or (2) a contract 
between the buyer and a third person, in¬ 
cluding the Government, requiring for its 
performance articles or services of the kind 
or type covered by this order is terminated, 
in whole or In part, or amended, so as to 
eliminate or reduce such requirements. 
Such notice shall state the extent and effec¬ 
tive date of such termination; and, upon 
the receipt thereof, the seller will, as and to 
the extent directed by the buyer, stop work 
under this order and the placement of fur¬ 
ther orders or subcontracts hereunder, ter¬ 
minate work under orders and subcontracts 
outstanding hereunder, and take any neces¬ 
sary action to protect property in the seller’s 
possession in which the buyer has or may 
acquire an interest. 

(b) If the parties cannot by negotiation 
agree within a reasonable time upon the 
amount of fair compensation to the seller 
for such termination, the buyer In addition 
to making prompt payment of amounts due 
for articles delivered or services rendered 
prior to the effective date of termination, will 
pay to the seller the following amounts with¬ 
out duplication: 

(1) The contract price for all articles or 
services which have been completed in ac¬ 
cordance with this order and not previously 
paid for. 

(2) (i) The actual costs incurred by the 
seller which are properly allocable or ap- 
portionable under recognized commercial ac¬ 
counting practices to the terminated portion 
of this order, Including the cost of discharg¬ 
ing liabilities which are so allocable or ap- 
portionable, and (il) a sum equal to 2% 
of the part of such costs representing the 
costs of articles or materials not processed 
by the seller, plus a sum equal to 8% of the 
remainder of such costs, but the aggregate 
of such sums shall not exceed 6% of the 
whole of such costs. For the purpose of sub¬ 
division (ii) such costs shall exclude any 
charge for interest on borrowings and shall 
exclude the cost of discharging liabilities for 
parts, materials and services not received 
by the seller before the effective date of 
termination. 

(3) The reasonable costs of the seller in 
making settlement hereunder and in protect¬ 
ing property in which the buyer has or may 
acquire an Interest. 

Payments made under this paragraph (b), 
exclusive of payments under subparagraph 

(3), shall not exceed the aggregate price 
specified in thi3 order, less payments other¬ 
wise made or to be made. 


(c) With the consent of the buyer, the 
seller may retain at an agreed price or sell 
at an approved price any completed articles, 
or any articles, materials, work in process or 
other things the cost of which is allocable 
or apportionable to this order under para¬ 
graph (b) (2) above, and will credit or pay 
the amounts so agreed or received as the 
buyer directs. As directed by the buyer, the 
seller will transfer title to, and make delivery 
of, any such articles, materials, work in proc¬ 
ess or other things not so retained or sold. 
Appropriate adjustment will be made for de¬ 
livery costs or savings therein. 

(d) The provisions of this Article .. shall 
not limit or affect the right of the buyer to 
terminate this order for the default of the 
seller. 

[JTR 9361 

§ 849.937 Form of supplemental 
agreement to insert or amend termina¬ 
tion article. 

This supplemental agreement entered into 

this_day of__ 194__, by the 

United States of America, hereinafter called 

“the Government” represented by- 

(Authorized 

_executing this contract and- 

officer) 

__ hereinafter called “the Con¬ 
tractor”, 

Witnesseth that; 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No.- 

under date of__ 194__, (together 

with certain amendments and supplements 
thereto]; and 

Whereas, it Is desirable to amend said 
contract so that termination thereof for the 
convenience of the Government and a settle¬ 
ment of the rights of the parties by reason of 
any such termination may be effected expedi¬ 
tiously. without undue expense, and with a 
minimum of administrative delay and incon¬ 
venience, and 

Whereas, this Supplemental Agreement is 
entered into pursuant to authority contained 
in the Contract Settlement Act of 1944, 

Now. therefore, the parties do agree to 
amend the aforesaid contract and the same 
is hereby amended by 

(Here make such change in the contract 
as may be necessary to Insert the appropriate 
approved article for termination at the con¬ 
venience of the Government.) 

[JTR 9371 

§ 849.938 Termination article for 
fixed-price supply prime contracts with 
war supplies limited. 

Article Termination at the option o / 
the Government, (a) The performance of 
work under this contract may be terminated 
by the Government in whole, or from time 
to time in part, whenever the Contracting 
Officer shall determine that any such termi¬ 
nation is for the best interests «f the Govern¬ 
ment. Termination hereunder shall be ef¬ 
fected by delivery to the Contractor of a 
Notice of Termination specifying the extent 
to which performance of work under the con¬ 
tract shall be terminated, and the date upon 
which such termination shall become 
effective. 

(b) After receipt of a Notice of Termina¬ 
tion. and except as otherwise directed by 
the Contracting Officer, the Contractor shall 
(1) terminate work under the contract on 
the date and to the extent specified in the 
Notice of Termination; (2) place no further 
orders or subcontracts for materials, services 
or facilities except as may be necessary for 
completion of such portions of the work 
under the contract as may not be terminated; 
(3) terminate all orders and subcontracts to 
the extent that they relate to the perform¬ 
ance of any work terminated by the Notice 
of Termination; (4) settle all claims arising 
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out of such termination of orders and sub¬ 
contracts to the extent provided in and In 
accordance with the principles and proce¬ 
dures agreed upon between the War and 
Navy Departments and the Contractor by 
letter dated January 8, 1945, as the same 
may from time to time be amended; (5) 
assign to the Government in the manner 
and to the extent directed by the Contracting 
Officer, all of the right, title and interest of 
the Contractor under any of the orders or 
subcontracts so terminated with respect to 
which it may have been determined that 
the termination claims thereunder will be 
settled and paid by the Government; (Q) 
deliver to the Government any plans, draw¬ 
ings, information and other property which, 
if the contract had been completed, would be 
required to be furnished to the Government; 
and (7) complete performance of such part 
of the work as shall not have been terminated 
by the Notice of Termination. 

(c) The amount or amounts to be paid 
to the Contractor by reason* of the total or 
partial termination of work under this con¬ 
tract shall be determined in accordance with 
the principles laid down in the agreement 
dated January 8. 1945. as the same may be 
from time to time amended, between the War 
and Navy Departments and the Contractor 
relating to the settlement of termination 
claims under contracts between the War or 
Navy Departments and the Contractor, or 
under orders or subcontracts relating to 
the performance of any such contracts, and 
the Government shall pay to the Contractor 
the amount or amounts so determined. 

(d) The Government shall make partial 
payments and payments on account, from 
time to time, of the amounts to which the 
Contractor shall be entitled under this Ar¬ 
ticle, whenever in the opinion of the Con¬ 
tracting Officer the aggregate of such pay¬ 
ments shall be within the amount to which 
the Contractor will be entitled hereunder. 

(e) The obligation of the Government to 
make any payments under this Article shall 
be subject to deductions in respect of any 
claim which the Government may have 
against the Contractor in connection with 
this contract. 

(JTR 9381 

SUBPART D—FORMS RELATING TO TERMINA¬ 
TION NOTICE AND INSTRUCTIONS 

§ 849.940 Scope. This subpart con¬ 
tains forms for telegraphic and letter no¬ 
tice of termination, and instructions to 
prime contractors on termination. It 
also recommends forms of such notice 
and instructions to subcontractors. 

§ 849.941 Forms of telegraphic termi¬ 
nation notice to prime contractors. 
[JTR 9411 

§ 849.941-1 Telegraphic notice to 
fixed-price prime contractors. The fol¬ 
lowing form of notice will be used in ac¬ 
cordance with § 842.243, 

XYZ Corporation, 

New York, New York. 

Your contract No._is hereby termi¬ 

nated effective [Here insert "Immediately” 

or “on-194.(inserting the 

date), or "as soon as you have delivered 
thereunder including previous deliveries the 

following items” (listing items), or "on_ 

. 194.on which date you will re¬ 
duce delivery rate as follows” (inserting in¬ 
structions as to reduced rate of delivery).! 
Immediately stop all work, terminate sub¬ 
contracts and place no further orders except 
to extent |Here insert, if applicable, "neces¬ 
sary to perform any portion thereof not ter¬ 
minated hereby or”l that you or a subcon¬ 
tractor wish to retain and continue for own 
account any work in process or other mate¬ 


rials. Telegraph similar instructions to all 
subcontractors and suppliers. If this termi¬ 
nation will result in release of labor, facili¬ 
ties, or production tools, you are requested to 
notify contracting officer named below imme¬ 
diately and cooperate with him in arranging 
meeting with WPB and WMC. Letter and in¬ 
structions follow. 

Captain John Doe, 
Contracting Officer. 

[JTR 941.1] 

§ 849.942 Forms of letter termination 
notice to prime contractors. [JTR 942] 

§ 849.942-1 Letter termination notice 
to prime contractors under fixed-price 
Hump sum) supply or construction con¬ 
tracts. The following form of termina¬ 
tion notice will be used in accordance 
with §§ 842.243 to 842.245, inclusive. 

Letter Termination Notice to Prime Con¬ 
tractors Under Terminated Fixed-Price 
(Lump Sum) Supply or Construction 
Contracts 

[At the top of the Notice set out all special 
details relating to the particular termination: 
e. g.. name and address of company, number 
of prime contract terminated, service or bu¬ 
reau involved, appropriation or allotment, 
etc. 4 

Two alternative forms of paragraph No. 1 
are set out below. If this written termina¬ 
tion notice confirms a telegraphic notice pre¬ 
viously sent, use the first of the alternative 
paragraphs No. 1 below. If no previous tele¬ 
graphic notice has been sent, use the second.] 

1. Effective date of termination. This let¬ 
ter will confirm the Government’s telegram 

to you dated-- 194_-, terminating 

(in part] your Contract No._(herein¬ 

after sometimes referred to as "the Con¬ 
tract") for the convenience of the Govern¬ 
ment. 8 uch termination Is effective on the 
date and in the manner stated in such tele¬ 
gram, reference to which Is hereby made [or 
copy of which is attached hereto.] (or) 

1 . Effective date of termination. You are 

notified that your Contract No._(here¬ 

inafter sometimes referred to as "the Con¬ 
tract") is hereby terminated (in part| for 
the convenience of the Government. Such 
termination will be effective: 

| Here insert either "immediately upon your 

receipt of this Notice” or "on-- 

194--” (inserting the date). or “as soon as you 
have delivered under the Contract the fol¬ 
lowing number of each of the items listed 
below, including those heretofore delivered, 

to wit:_” or “on-- 

194. on which date you are hereby directed 
to reduce the rate of delivery under the Con¬ 
tract as follows:” (here insert instructions 
as to reduced rate of delivery).’ If this ter¬ 
mination will result in a release of labor, 
facilities, or production tools, you are re¬ 
quested to notify the Contracting Officer 
named below immediately and cooperate w'lth 
him In arranging a meeting with represent¬ 
atives of the War Production Board and the 
War Manpower Commission. 

2. Enclosed instructions. Enclosed here¬ 
with is a statement entitled "Instructions to 
Prime Contractors under Terminated Fixed- 
Price (lump sum) Supply or Construction 
Contracts”, which outlines certain of your 
principal rights and obligations. Prompt set¬ 
tlement of your claim depends in large meas¬ 
ure on your thorough cooperation in follow¬ 


*The language within the brackets is de¬ 
signed principally for supply contracts. In 
the case of construction contracts, the fol¬ 
lowing alternative language Is recommended: 

| Here insert either "immediately upon your 

receipt of this Notice” or "on-- 

194.-,” (inserting the date), or "as soon as 
you have completed the following work:” 
(here state the work to be completed.) ] 


ing the procedure outlined in these Instruc¬ 
tions. Your attention is called particularly 
to Section 2 of such Instructions which sets 
forth your duties in regard to stopping work 
and giving notice to your subcontractors. 

3. Disposal of termination inventory, (a) 
You are authorized and urged to retain or 
dispose of all termination inventory in ac¬ 
cordance with Section 4 of the Instructions, 
except for the following property: 

(Here list all property which the Govern¬ 
ment wishes to take over, or desires to have 
used for a particular purpose, and give full 
Instructions relating thereto. Also set forth 
any special instructions for disposal or pro¬ 
tection of property.] 

(b) In connection with final settlement of 
your claim (other than a "no-cost” settle¬ 
ment, see paragraph 6 below), it will be nec¬ 
essary to establish that all your termination 
inventory and "that of your subcontractors 
haB been properly accounted for. as pro¬ 
vided in the Joint Termination Regulation 
of the War and Navy Departments, 
§ 844.446--1. You should, therefore, advise 
each of your Immediate subcontractors that, 
in connection with his settlement with you 
(other than a "no-cost” settlement, see par¬ 
agraph 5 below, or a settlement based on a 
properly submitted Standard Form la of the 
Office of Contract Settlement) he should fur¬ 
nish you a certificate in substantially the 
form prescribed in the Joint Termination 
Regulation, § 849.973. 

4. Completed articles. Completed articles 
which have been shipped but not received 
prior to the effective date of termination 
will be considered for all purposes as articles 
delivered prior to such effective date. Other 
completed articles accepted and delivered 
after the effective date of termination, in 
accordance with directions of the Contract¬ 
ing Officer, will also be treated as articles 
delivered under the contract. In both in¬ 
stances, they should, therefore, be invoiced 
in the usual way and not included in your 
termination claim. 

5. Settlements with subcontractors, (a) 
Your rights and duties in settling the claims 
of your immediate subcontractors are out¬ 
lined in Section 6 of the Instructions. 

| Add the following two sentences where 
appropriate.] 

There is enclosed herewith an authoriza¬ 
tion to you to settle claims of your imme¬ 
diate subcontractors of $ 10,000 or less and 
to make partial payments. Its use will facil¬ 
itate settlements. 

(b) In order to speed up final settlements 
with your fixed-price subcontractors, you 
should send to each either with, or as soon 
as possible after, the notice of termina¬ 
tion—(1) a set of the Standard Forms of 
the Office of Contract Settlement for use by 
all fixed-price war supply contractors in sub¬ 
mitting settlement proposals and ( 2 ) a copy 
of a “No-Cost” Subcontract Settlement 
Agreement for use by a subcontractor who 
wishes to waive any termination claim 
against you (Joint Termination Regulation, 
§ 849.987-2). If you do not already have 
copies of these documents, they will, upon 
request, be promptly furnished you by the 
Contracting Officer named below (or appro¬ 
priate Navy material inspector]. In no event 
should the sending of the notice of termina¬ 
tion be delayed. 

6 . Submission of settlement proposal, (a) 
The Government desires to settle your ter¬ 
mination claim by negotiation and on such 
terms as will speedily and fairly compen¬ 
sate you therefor. To assist you in prompt 
submission of your settlement proposal, there 
is enclosed one set of the Standard Forfiis 
of the Office of Contract Settlement. 

| Include the following subparagraph (b) 
unless it appears clearly inappropriate In view 
of the size of the prime contract terminated 
or for other obvious reasons known to the 
Contracting Officer. If this subparagraph is 
Included, there should be enclosed three 
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copies of the "No-Cost" Prime Contract Set¬ 
tlement Agreement referred to therein. | 

(b) If you wish to waive any termination 
claim against the Government, please sign 
and return all three copies of the enclosed 
••No-Cost" Prime Contract Settlement Agree¬ 
ment (Joint Termination Regulation, 

\ 849.981-3). One copy signed by the Con¬ 
tracting Officer will be returned for your 
files. 

[Include the following paragraph 7 in the 
case of terminated prime contracts containing 
a patent provision requiring the contractor 
to make a disclosure of. and to deliver to the 
Government instruments of license or assign¬ 
ment respecting, all inventions, discoveries 
and patent applications made by the con¬ 
tractor in performing the contract.] 

7. Patents. Your attention is also called to 
the provisions of the Contract requiring you 
to make ir disclosure of, and to deliver to 
the Government instruments of license or 
assignment respecting, all inventions, discov¬ 
eries and patent applications made by you 
in the performance of the Contract. You 
are urged to forward such disclosures and 
instruments of license or assignment to the 
Contracting Officer promptly, Inasmuch as 
these contractual obligations should be com¬ 
plied with before execution of the final set¬ 
tlement agreement. 

8 . The office named below will be in charge 
of the settlement of your claim. As to any 
matters not covered by this Notice or by the 
Instructions, you should consult the Office 
named below [or the appropriate Navy ma¬ 
terial inspector). 

9. Please acknowledge receipt of this Notice 
and indicate Intent to file or not to file a 
claim, as shown below. 

Enclosures: 


Contracting Officer 
Name of Office 


Address 


Acknowledgment of notice and intent to file 
or not to file a claim 


The undersigned hereby acknowleges re¬ 
ceipt of a signed copy of the foregoing 
Notice_ 194-_, and [strike out 

whichever is inapplicable] { '^not intend 


to file a termination claim. Two copies of 
this Notice, both signed, are herewith re¬ 
turned. 



Name of Contractor 

• 



Title 


[JTR 942.1] 

§ 849.942.2 Letter termination notice 
to prime contractors under cost-plus-a- 
fixed-fee supply contracts . The follow¬ 
ing form of termination notice will be 
used in accordance with §§ 842.243 to 
842.245, inclusive. With appropriate 
changes, this form may be used for con¬ 
struction contracts. . 

Letter Termination Notice To 

Prime Contractors Under Cost-Plus-A- 
Fixed-Fee Supply Contracts 

[At the top of the Notice set out all special 
details relating to the particular termination: 
e. g.. name and address of company, number 
of prime contract terminated, service or 
bureau involved, appropriation or aUotment, 
etc. 

Two alternative forms of paragraph No. 1 
are set out below. If this written termina¬ 
tion notice confirms a telegraphic notice pre¬ 
viously sent, use the first of the alternative 
paragraphs No. 1 below. If no previous tele¬ 
graphic notice has been sent, use the second.) 


1. Effective date of termination. This let¬ 
ter will confirm the Government’s telegram 

to you dated.-.. 194—, terminating 

[In part) your Contract No.-(herein¬ 

after sometimes referred to as "the Contract") 
for the convenience of the Government. 
Such termination is effective on the date and 
in the manner stated in such telegram, refer¬ 
ence to which is hereby made [or copy of 
which is attached hereto.) (or) 

1. Effective date of termination. You are 

notified that your Contract No.-- 

(hereinafter sometimes referred to as "the 
Contract") is hereby terminated lin part) 
for the convenience of the Government. 
Such termination will be effective: 

| Here insert either "Immediately upon your 

receipt of this Notice" or "on-- 

194--" (inserting the date), or "as soon as 
you have delivered under the Contract the 
following number of each of the items listed, 
below, including those heretofore delivered. 

to wit:--” 

or "on.. 194-.. on which date you 

are hereby directed to reduce the rate cf 
delivery under the Contract as follows:" 
(here insert instructions as to reduced rate 
of delivery).) If this termination will result 
in a release of labor, facilities, or production 
tools, you are requested to notify the Con¬ 
tracting Officer named below immediately and 
cooperate with him in arranging a meeting 
with representatives of the War Production 
Board and the War Manpower Commission. 

2. Enclosed Instructions. Enclosed here* 
with is a statement entitled "Instructions to 
Prime Contractors under Terminated Cost- 
P1 us-a-Fixed-Fee Supply Contracts", which 
outlines certain of your principal rights and 
obligations. Prompt settlement of your 
claim depends in large measure on your thor¬ 
ough cooperation in following the procedure 
outlined in these Instructions. Your atten¬ 
tion is called particularly to Section 2 of such 
Instructions which sets forth your duties in 
regard to stopping work and giving notice to 
your subcontractors. 

3. Disposal of termination inventory, (a) 
You are authorized and urged to retain or 
dispose of all termination inventory in ac¬ 
cordance with Section 4 of the Instructions, 
except for the following property: 

[Here list all property which the Govern¬ 
ment wishes to take over, or desires to have 
used for a particular purpose, and give full 
instruction^relatlng thereto. Also set forth 
any special instructions for disposal or pro¬ 
tection of property.) 

(b) In connection with final settlement of 
your claim, it will be necessary to establish 
that all your termination inventory and that 
of your subcontractors has been properly ac¬ 
counted for, as provided in the Joint Termi¬ 
nation Regulation of the War and Navy De¬ 
partments, § 844.446-1. YOU should, there¬ 
fore. advise each of your Immediate subcon¬ 
tractors that, in connection with his settle¬ 
ment with you (other than a "no-cost" settle¬ 
ment, see paragraph 4 below, or a settlement 
based on a properly submitted Standard Form 
la of the Office of Contract Settlement) he 
should furnish you a certificate in substan¬ 
tially the form prescribed in the Joint Termi¬ 
nation Regulation, § 849.973. 

4. Settlements with subcontractors, (a) 
Your rights and duties in settling the claims 
of your immediate subcontractors are out¬ 
lined in section 6 of the Instructions. 

[Add the following two sentences where 
appropriate.) 

There is enclosed herewith an authorization 
to you to settle claims of your immediate 
subcontractors of $10,000 or less and to make 
partial payments. Its use will facilitate set¬ 
tlements. 

- (b) In order to speed up final settlements 
with your fixed-price subcontractors, you 
should send to each—either with, or as scon 
as possible after the notice of termination— 
(1) a set of the Standard Forms of the Office 
of Contract Settlement for use by all fixed- 


price war supply contractors in submitting 
settlement proposals and (2) a copy of a 
"No-Cost" Subcontract Settlement Agree¬ 
ment for use by a subcontractor who wishes 
to waive any termination claim against you 
(Joint Termination Regulation. § 849.987-2), 
If you do not already have copies of these 
documents, they will, upon request, be 
promptly furnished you by the Contracting 
Officer named below [or appropriate Navy 
material inspector). In no event should the 
sending of the notice of termination be 
delayed. 

[Include the following paragraph 5 in the 
case of terminated prime contracts contain¬ 
ing a patent provision requiring the con¬ 
tractor to make a disclosure of. and to deliver 
to the Government instruments of license or 
assignment respecting, all inventions, dis¬ 
coveries and patent applications made by the 
contractor in performing the contract.) 

5. Patents. Your attention is also called 
to the provisions of the Contract requiring 
you to make a disclosure of, and tfo deliver to 
the Government instruments of license or 
assignment respecting, all inventions, dis¬ 
coveries and patent applications made by you 
In the performance of the Contract. You are 
urged to forward such disclosures and instru¬ 
ments of license or assignment to the Con¬ 
tracting Office promptly, inasmuch as these 
contractual obligations should be complied 
with before execution of the final settlement 
agreement. 

6 . The office named below will be in charge 
of the settlement of your claim. As to any 
matters not covered by this Notice or by the 
Instructions, you should consult the Office 
named below [ or the appropriate Navy mate¬ 
rial inspector). 

7. Please acknowledge receipt of this Notice 
as indicated below. 

Enclosures: 


Contracting Officer 


Name of Office 


Address 

Acknowledgment of notice 

The undersigned hereby acknowledges re¬ 
ceipt of a signed copy of the foregoing Notice 

__ 194_ Two copies of this 

Notice, both signed, are herewith returned. 


Name of Contractor 

By. 

.Title " 

[JTR 942.2) 

§ 849.943 Instructions to prime con - 
trators on termination. [JTR 943) 

§ 849.943-1 Instructions to prime con¬ 
tractors under terminated fixed-price 
(lump sum) supply or construction con¬ 
tracts. 

Instructions to Prime Contractors Under 
Terminated Fixed-Price (Lump Sum) Sup¬ 
ply or Construction Contracts 

SECTION 1—INTRODUCTION 

1. Introductory. 

2. Termination procedure policy. 

3. Effective date of termination and date 

fixed for termination. 

4. Incorporation of uniform termination 

article for fixed-price supply contracts. 

5. Necessity for prompt action. 

6. Confirmation of oral approval. 

7. Application of these instructions. 

SECTION 2—ACTION TO BE TAKEN UPON RECEIPT 
OP NOTICE OF TERMINATION 

8. Cessation of work and notification to your 

immediate subcontractors. 

(a) Discontinuance of work. 

(b) Notice to subcontractors. 
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(c) Form of notice and instructions to 

subcontractors. 

(d) Completed articles. 

(e) Pending legal proceedings. 

(f) Other action. 

0. Initial conference with representatives of 
contracting officer. 

10. Notice to workers and cooperation with 

War Manpower Commission. 

SECTION 3—PREPARATION OF SETTLEMENT 
PROPOSAL 

11. Submission of proposal and supporting 

papers. 

(a) Particular forms to be used. 

(i) Form 1 a—Claims under $1000. 

(ti) Other Forms. 

(b) Elements of your claim and methods 

of submission. 

SECTION 4—DISPOSAL OF TERMINATION 
INVENTORY 

12. Contract obligations of contractors with 

respect to disposal of inventory. 

13. Preparation of inventory schedules. 

(a) Supply contracts. 

(b) Common items. 

(c) Construction contracts. 

14. Methods of disposing of prime contractor 

termination inventory. 

(a) General policies. 

(b) Authority to dispose of termination 

inventory without approval of con¬ 
tracting officer. 

(1) Retention or sale of items at inven¬ 

tory cost. 

(2) Disposition of items under $100. 

(c) All other dispositions. 

(d) Proceeds. 

16. Transfer of termination inventory and 
subcontracts to continuing war con¬ 
tracts. 

(a) Transfers. 

(b) Reimbursement of costs. 

SECTION 5 —PLANT CLEARANCE AND REMOVAL OF 
FACILITIES 

16. (a) Plant clearance: The 60-day period. 

(b) Contractor's right to remove and 

store. 

(c) Removal of facilities. 

SECTION 6—SUBCONTRACTORS AND SUPPLIERS 

17. Settlement proposals to be obtained from 

subcontractors. 

18. Review of settlement proposals of sub¬ 

contractors. 

(a) Extent of review. 

(b) Extent of responsibility. 

19. Settlement of Immediate subcontractors’ 

claims. 

(a) Settlements under $1,000. 

(b) Other settlements. 

(c) Government review and inspection. 

20. Retention, sale or other disposal of In¬ 

ventories by subcontractors. 

(a) General policies. 

(b) Claims under $10,000. 

(c) Completed articles and material 

treated as termination inventory; 
abandonment of worthless property. 

SECTION 7—INTERIM FINANCING 

21. Partial payments. 

(a) Immediate partial payments. 

(b) Cost-supported partial payments. 

22. Advance payments. 

23. Peualty on overstatements and overpay¬ 

ments. 

24. Loans. 

SECTION 8—RECORDS AND PENALTIES 

25. Penal provisions. 

SECTION 0—MISCELLANEOUS 

26. Expenses subsequent to termination. 

27. Contracting officer. 

28. Delay in filing claim; Improper filing. 

29. Modifications of instructions. 


SECTION 1—INTRODUCTION 

1. Introductory. These Instructions sum¬ 
marize your principal rights and obligations 
arising out of the termination of your Con¬ 
tract. They are based upon the Contract 
Settlement Act of 1944 and Government 
regulations issued under the Act. Please read 
and follow them carefully. For more com¬ 
plete details on matters covered by these 
Instructions and for information on matters 
not covered by these Instructions, you should 
consult the Joint Termination Regulation, 
issued by the War and Navy Departments. 

2. Termination procedure policy . It is the 
policy of the Government, wherever possible, 
to settle termination claims by negotiation. 
Negotiated settlements must, however, be 
supported by adequate data, and the prompt 
submission of properly supported settlement 
proposals will facilitate speedy and equitable 
final settlements. 

3. Effective date of termination and date 
fixed for termination. The terms “effective 
date of termination” and "date fixed for 
termination” mean the date upon which your 
notice of termination first requires you (1) 
to reduce or stop deliveries under your Con¬ 
tract, or, (2) if no deliveries are being made 
or are called for under the Contract, to reduce 
or stop performance under the Contract. 
Payment of Interest, if any, on your termi¬ 
nation claim will be calculated by relerence 
to this date. 

4. Incorporation of uniform termination 
article for fixed-price supply contracts. 1 If 
your terminated Contract does not contain 
the Government's uniform termination ar¬ 
ticle for fixed-price supply contracts, it is* 
requested that if practicable you promptly 
notify the Contracting Officer named in your 
notice of termination in order to arrange at 
once for amending the Contract to Include 
it. This article embodies Government policy 
on terminations for convenience, and un¬ 
less the special circumstances of your case 
make its use unnecessary, amendment of 
your Contract to include it will greatly facili¬ 
tate a fair and speedy settlement. Such 
amendment may be made now, even though 
your Contract has been terminated. 

6. Necessity for prompt action. One of the 
primary objectives of the Contract Settle¬ 
ment Act of 1944 is "to assure to prime con¬ 
tractors and subcontractors, small and large, 
speedy and equitable final settlement of 
claims under terminated war contracts, and 
adequate interim financing until such final 
settlement.” In large measure the speed 
with which the Government can settle your 
claim depends upon your vigorous coopera¬ 
tion in taking quickly all necessary steps to 
submit it in proper form. 

6. Confirmation of oral approval. When¬ 
ever in these instructions, or in the termina¬ 
tion article which forms a part of your Con¬ 
tract, the approval of the Government is 
required as to any action to be taken by you, 
you should, for your records, require written 
confirmation of any such approval which has 
been given orally. 

7. Application of these instructions. In 
general, these Instructions apply to subcon¬ 
tractors as well as prime contractors, except 
that the subcontractor 6tands in the same 
relationship to the contractor to or for whom 
he is delivering materials or performing 
services as that in which the prime contrac¬ 
tor stands to the Government. To assist in 
effecting termination settlements, the War 
and Navy Departments have prepared the 
Joint Termination Regulation referred to 
above, which may be obtained by war con¬ 
tractors free of charge from the Joint Army- 
Navy Termination Regulation Distribution 
Office, 6th Floor, 90 Church Street, New 
York City. 


1 This paragraph will not apply in the case 
of construction contracts. 


SECTION 2—ACTION TO BE TAKEN UPON RECEIPT 
OF NOTICE OF TERMINATION 

8. Cessation of work and notification to 
your immediate subcontractors. Immediately 
upon receipt of your Notice of Termination, 
you should take the following steps: 

(a) Discontinuance of work. You should 
stop all work, make no further shipments, 
and place no further orders in connection 
with the Contract, except (1) to the extent 
necessary to perform any portion thereof 
not terminated by the Notice, or (2) to the 
extent that you may wish to retain and con¬ 
tinue any work in process or other materials 
for your own account, or (3) to the extent 
the Contracting;Officer authorizes you to con¬ 
tinue work-in-process for reasons of safety, 
or to clear (or avoid damage to) equipment 
or to avoid immediate complete spoilage of 
work-in-process having a definite commer¬ 
cial value, or otherwise to prevent undue 
loss to the Government. (If you believe the 
authorization referred to in subparagraph 

(3) above is necessary or advisable, you 
should immediately notify the Contracting 
Officer by telephone or personal conference 
and obtain instructions.) You should keep 
adequate records of your compliance with 
this paragraph 8 (a) showing (i) the date 
you received your Notice of Termination, (ii) 
the effective date of such termination and 
(ill) the extent of completion of perform¬ 
ance on such effective date. 

(b) Notice to subcontractors. You should 
give notice of termination to each of your 
immediate subcontractors (including sup¬ 
pliers) who will be affected by the termina¬ 
tion of your Contract. In such notice (see 
the form referred to in (c) below) you should 
(1) give him the number of your Contract 
with the Government, (2) state that it has 
been terminated (or terminated in part, if 
that is the case) for the convenience of the 
Government, (3) give him the name and 
address of the Contracting Officer in charge of 
your claim. (4) instruct him to stop all work, 
to make no further shipments, to place no 
more orders, and to terminate all subcon¬ 
tracts under his contract with you (subject 
to the same exceptions stated in paragraph 
8 (a)), (5) direct him to submit his settle¬ 
ment proposal promptly in order to speed up 
settlement of his termination claim and (6) 
request him to give similar notice and in¬ 
structions to his immediate subcontractors. 
The notice and Instructions referred to in (6) 
should include (1) the name of the Contract¬ 
ing Officer in charge of the claim and his 
address, (il) the contract number of the 
terminated prime contract, and (ill) a request 
that a similar notice of termination (showing 
in each case the contract numbers of the 
terminated prime contract and intermediate 
subcontracts) be passed down the line 
promptly to subcontractors of lower tiers, in 
order that subcontractors of all tiers may 
receive due notice of termination and be in 
position to identify their claims and secure 
prompt settlement thereof. 

In any case where to include the number 
of a terminated prime contract or subcon¬ 
tract would be impracticable or would delay 
the sending of a notice of termination, this 
information may be omitted, but should, if 
possible, be supplied thereafter. 

(c) Form of notice and instructions to 
subcontractors. You are requested to send 
in triplicate to each of your immediate sub¬ 
contractors (including suppliers), if any, 
holding fixed-price (lump sum) supply con¬ 
tracts, a form of Termination Notice substan¬ 
tially in the form inclosed herewith. There 
is also inclosed a recommended form of 
“Instructions to Subcontractors holding Ter¬ 
minated Fixed-Price (Lump Sum) Supply 
Subcontracts” to accompany the Notice sent 
to them. 
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(d) Completed articles You should no¬ 
tify the Contracting Officer of the number 
of articles completed under the Contract and 
still on hand, and arrange with him for their 
delivery or other disposal. 

< e > Pending legal proceedings. You should 
notify the Contracting Officer of any pending 
legal proceedings which relate to any sub¬ 
contracts or purchase orders under the ter¬ 
minated Contract or which have resulted in 
or which are Intended to obtain, a lien or 
encumbrance on any termination inventory 
other than termination Inventory you pro¬ 
pose and are authorized to purchase, retain 
or dispose of. (The Contracting Officer should 
also be promptly notified of any such pro¬ 
ceedings brought after receipt^of the Notice.) 

(f) Other action. You should take such 
other action as may be required by the Con¬ 
tracting Officer or under the termination 
arf jcle contained in your Contract. 

9. Initial conference xoith representatives 
of contracting officer. If your claim is for a 
small amount and appears free from compli¬ 
cations, it is preferable to settle any ques¬ 
tions by correspondence or telephone rather 
than by a conference. Otherwise, as soon as 
possible after receipt of the Notice, you 
should arrange for a conference with the rep¬ 
resentatives of the Contracting Officer, at 
which you should be prepared to present a 
rough estimate of your inventory and of the 
principal items of your claim, and to indicate, 
os fully as possible, what property you desire 
to retain, what can be sold to others and 
what, in your opinion, should be scrapped. 
At this conference the basis of settlement 
should be at least tentatively determined, 
and a clear understanding should be reached 
as to what information is to be furnished by 
you. what methods are to be followed in dis¬ 
posing of property, what accounting or other 
investigation is to be undertaken, and what 
arrangements, if any, are to be made for 
interim financing. 

10. Notice to workers and cooperation with 
War Manpower Commission. Contractors are 
urged by the Government, and requested to 
urge their subcontractors in all cases where 
the termination is likely to result in the re¬ 
lease of a substantial number of workers, to 
notify the workers and their union repre¬ 
sentatives, if any. that the contract was ter¬ 
minated for the convenience of the Govern¬ 
ment. and to cooperate with the War Man¬ 
power Commission by making known their 
new net labor requirements and allowing the 
United States Employment Service represent¬ 
ative to conduct Job interviews at the plant. 

SECTION 3—PREPARATION OF SETTLEMENT 
PROPOSAL 

11. Submission of proposal and supporting 
papers. Work on your Settlement Proposal 
should be begun promptly after receipt of 
your Notice of Termination. Unless other¬ 
wise authorized by the Contracting Officer, 
you should submit your proposal on the ap¬ 
propriate Standard Forms of the Office of 
Contract Settlement (Forms 1, la, and lb) 
which are uniform for all Government De¬ 
partments and agencies and which are for 
use by all war contractors under fixed- 
price war supply contracts. (To the extent 
applicable these forms may also be used for 
construction contracts.) Copies of these 
forms may be obtained from the Contracting 
Officer, together with complete Instructions 
for their use, as prescribed by the Office of 
Contract Settlement. 

(a) Particular forms to be used —(i) Form 
la. Claims Under $1,000. If your Settlement 
Proposal Is submitted on the basis that you 
will retain or dispose of all the inventory 
allocable to the terminated portion of the 
contract at the best prices obtainable, and if 


2 This subparagraph will not apply in the 
case of construction contracts. 


the net amount of the proposed settlement 
after deducting all credits for retention or 
disposal is less than $1,000, you may submit 
your settlement proposal on Form la. This 
is a short form requiring no separate inven¬ 
tory schedules. 

(ii) Other forms. For larger claims, other 
forms, supported by separate inventory 
schedules, are provided and their method of 
use is fully stated in the Instructions which 
accompany them. • 

(b) Elements of your claim and methods of 
submission. As a rule, your Settlement Pro¬ 
posal will consist of (1) your costs and profit 
allocable to the terminated portion of the 
Contract, (2) your post-termination or set¬ 
tlement expenses, and (3) the charges of your 
subcontractors. Normally your Proposal 
when submitted, should be complete and 
cover all elements of your claim. In order to 
expedite settlement, however, you may sub¬ 
mit interim proposals covering either (1) all 
your own costs or (2) your post-termination 
or settlement expenses or (3) settlements 
with subcontractors. 

SECTION 4—DISPOSAL OF TERMINATION 
INVENTORY 

12. Contract obligations . of contractors 
with respect to disposal of inventory, (a) 
"Termination inventory” means any mate¬ 
rials (Including a proper part of any common 
materials and Including Government-owned 
materials) properly allocable to the termi¬ 
nated portion of a war contract, except any 
machinery or equipment held under a sep¬ 
arate contract or contract provision specifi¬ 
cally governing its use or disposition. 

(b) By the terms of most termination arti¬ 
cles for use in fixed-price contracts the con¬ 
tractor is obligated, if and as the Contracting 
Officer directs or authorizes, to sell at a price 
approved by the Contracting Officer or retain 
at a price mutually agreeable, all termination 
inventory. 

(c) You are hereby authorized to dispose 
of Government-owned termination inventory 
on the same conditions applicable to inven¬ 
tory owned by you and to credit the proceeds 
of such disposition against your termination 
claim, unless the Contracting Officer directs 
otherwise. If your Contract does not now 
provide for such disposition and credit, it 
will be deemed to be amended accordingly, 
upon your exercise of this authority. 

13. Preparation of inventory schedules— 

(a) Supply contracts. If your Settlement 
Proposal is for less than $1,000 and is sub¬ 
mitted on Form la (see Section 3 above). you 
need not submit separate inventory sched¬ 
ules. Otherwise, your inventory should be 
listed on the Schedules and in accordance 
with the Instructions issued for this purpose 
by the Office of Contract Settlement. (These 
are Forms 2a, 2b. 2c and 2d and "Instructions 
for Use of Standard Contract Settlement Pro¬ 
posal Forms”.) These schedules, which may 
be filed either with, or in advance of, your 
Settlement Proposal serve three principal 
purposes—(1) to support the amount of in¬ 
ventory costs included In your Settlement 
Proposal; (2) to facilitate the disposition of 
termination inventory; and (3) to provide 
the Information necessary for storage or re¬ 
moval by the Government. 

(b) Common items. Items which are rea¬ 
sonably usable on your other work because 
they are materials, parts, or components com¬ 
mon In nature to both the terminated con¬ 
tract and your other work, should not be 
listed on the Schedules, nor should any costs 
with respect thereto be Included in the Set¬ 
tlement Proposal, to the extent that the 
items are reasonably applicable to your other 
work. You may list any properly allocable 
items which cannot be used on your other 
work except at a loss. 

(c) Construction contracts. To the ex¬ 
tent applicable, the same inventory schedules 


may be used as in the case of supply con¬ 
tracts. 

14. Methods of disposing of prime con¬ 
tractor termination inventory —(a) General 
policies. (1) Except as to items which the 
Government has advised you that it wishes 
to take over, or as to which it has given 
you contrary instructions, it is the policy 
of the Government strongly to encourage 
contractors either to retain termination in¬ 
ventories or to dispose of them. Such re¬ 
tention or disposition is subject to appli¬ 
cable War Production Board regulations and 
to price regulations (as set forth in Section 
IV of the Joint Termination Regulation) of 
other Government agencies. 

(2) If you propose to retain or sell termi¬ 
nation inventory, the price (or agreed value 
in the case of retention) should be fair and 
reasonable under all the circumstances and 
one which you would approve if you were 
dealing solely for your own account. 

(b) Authority to dispose of termination 
inventory without Government approval. \ 
In the following cases, no approval by the 
Government is required for retention or sale 
(including a determination that Inventory 
should be scrapped and the disposal of such 
scrap), and in the absence of fraud your 
action will be accepted as final and con¬ 
clusive : 

(1) Retention or sale of items at inventory 
cost. You may retain or sell without Gov¬ 
ernment approval any item of termination 
inventory at its cost as stated in your ter¬ 
mination inventory schedules, and in the 
case of items sold, you may Include In your 
termination claim reasonable freight, pack¬ 
ing and handling charges, if any. 

(2) Disposition of items under $100. You 
may retain or sell without Government 
approval any item of your termination in¬ 
ventory where the total cost of the item 
does not exceed $100, as stated in your ter¬ 
mination Inventory schedules: Provided . 
That the aggregate cost of all items so re¬ 
tained or sold does not exceed $5,000 or 20 
per cent of your total inventory cost, which¬ 
ever is less. The term "item” Includes all 
substantially similar articles in your ter¬ 
mination inventory at any one location. 

(c) All other dispositions. Except as per¬ 
mitted by paragraphs 14 (b) (1) and 14 (b) 
(2) above, dispositions of your termination 
inventory required the approval of the 
Contracting Officer or the authorized Navy 
representative. 

’(d) Proceeds. The approved price of re¬ 
tention, sale or other disposition will con¬ 
stitute a credit in reduction of your termi¬ 
nation claim unless paid to the Govern¬ 
ment. 

15. Transfer of termination inventory and 
subcontracts to continuing war contracts — 
(a) Transfers. Whenever practicable, and 
where a saving to the Government may be 
accomplished, you should effect transfers of 
termination inventory to continuing war 
contracts even if such transfers necessitate 
the cancellation of subcontracts already 
placed under the continuing war contract. 
Similarly, you should effect transfers of 
subcontracts for materials, equipment, sup- 
plies, and services from terminated contracts 
to continuing war contracts, where the prop¬ 
erty or services covered by the subcontracts 
transferred may be utilized in performance 
of the continuing war contract. 

(b) Reimbursement of costs. In the case 
of termination inventory so transferred, you 
will be reimbursed for its cost upon set¬ 
tlement of either the terminated contract 
or the continuing contract, if later termi¬ 
nated. In the case of subcontracts so trans¬ 
ferred, you will be reimbursed for the rea¬ 
sonable costs of such transfer. Detailed in¬ 
formation as to methods of reimbursement 
in both cases may be found in Section IV 
of the Joint. Termination Regulation or 
may be obtained from the Contracting Officer. 
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SECTION a—PLANT CLEARANCE AND REMOVAL OP 
FACILITIES* 

16. (a) Plant clearance; the 60-day period. 
In order to arrange for plant clearance, you 
may from time to time submit Inventory 
schedules to the Government on the Stand¬ 
ard Forms above mentioned. (Forms 2a, 2b, 
2c and 2d.) These schedules will consti¬ 
tute your statement showing the materials 
claimed to be termination inventory which, if 
not otherwise disposed of prior to settlement, 
you desire to have removed by the Govern¬ 
ment from your plant. The obligation of 
the Government under the Contract Settle¬ 
ment Act of 1944 to remove or arrange for 
storage of any items of termination inventory 
will not arise until sixty days or such longer 
time as may be agreed, from the time when 
these schedules containing a listing of such 
items are filed with the Contracting Officer 
or your Navy material inspector, in accord¬ 
ance with applicable instructions, in satisfac¬ 
tory form, and with the required certificate. 

(b) Contractor's right to remove and store . 
If for any reason the Government does not, 
within such sixty-day period (or longer as 
agreed on), either remove such materials or 
enter into an agreement with you for their 
storage, you may at any time thereafter 
(using reasonable care in transportation and 
preservation) remove and store them for the 
account and at the risk and expense of the 
Government. You may do so, however, only 
if you have first delivered to the Contract¬ 
ing Officer or your Navy material inspector 
(1) 20 days' notice in writing of the date 
fixed for removal and (2) a statement show¬ 
ing the quantities and condition of the 
materials so to be removed, certified on your 
behalf to represent a concurrent physical 
inventory. At any time after the effective 
date of termination, you are authorized to 
remove and store at your own expense and 
risk any items of termination inventory. 

(c) Removal of facilities. It is the policy 
of the Government in accordance with the 
provisions of Section 12 (g) of the Contract 
Settlement Act of 1944 and General Regula¬ 
tion 4 of the Director of Contract Settle¬ 
ment, dated September 28. 1944. to provide 
for the orderly and expeditious removal from 
private plants of Government-owned ma¬ 
chinery, tools, or other equipment which 
are no longer required for war production or 
for the national defense. If you have any 
such equipment in your plant, you should 
notify the Contracting Officer who will ad¬ 
vise you of the details of the procedure, 
which has been established under General 
Regulations 4 above, to provide for removal 
or storage. 

SECTION 6—SUBCONTRACTORS AND SUPPLIERS 

17. Settlement proposals to be obtained 
from subcontractors. Section 6 refers solely 
to fixed-price subcontractors and suppliers. 
(You should consult the Contracting Officer 
as to procedures relating specially to set¬ 
tlement of cost-plus-a-fixed-fee subcon¬ 
tracts.) 

Fixed-price subcontractors are required to 
use the Standard Forms in submitting their 
proposals in accordance with the Instructions 
for their use. 

18. Review of settlement proposals of sub¬ 
contractors —(a) Extent of review. It is your 
responsibility In the first instance to review 
or examine ail settlement proposals delivered 
to you by your immediate subcontractors. 
Your duty in this regard is similar to that 
of the Government in passing upon the set¬ 
tlement proposals submitted by you. You 
are required at least to cause an office re¬ 
view to be made of each such proposal (which 
should Include an accounting review where 
the net amount of the claim is $1,000 or 


3 This section will normally not be appli¬ 
cable to construction contracts. 


more); and you should make a written re¬ 
port of each such review, to be furnished to 
the Government If requested. 

(b) Extent of responsibility. You should 
in every case make such examination as is 
reasonable under all the circumstances and 
you will be held to the standard of scrutiny 
that a prudent business man would ordi¬ 
narily employ In the conduct of his own 
affairs. You will not be required to warrant 
the accuracy of the facts presented by the 
subcontractors; but you will be required to 
certify that, on the basis of a review or 
examination which you believe to be ade¬ 
quate, you are of the opinion that settle¬ 
ments of the charges of your immediate sub¬ 
contractors are fair and reasonable, are 
allocable to the terminated portion of your 
Contract, were negotiated in good faith and 
are not more favorable to the subcontractors 
than you would make if reimbursement by 
the Government were not involved. 

19. Settlement of immediate subcontrac¬ 
tors' claims —(a) Settlements under $1,000. 
Where an Immediate fixed-price subcontrac¬ 
tor submits to you a settlement proposal 
properly made out on standard Form la, you 
are authorized, without further Action by 
the Government, to make a final settlement 
with such subcontractor. If you make such 
a settlement (which must involve a 'net 
amount of less than $1,000 after deducting 
property disposal credits), you will also, in 
so doing, approve the subcontractor’s credits 
for retention or disposal of inventory. 

(b) Other settlements. Each settlement of 
$10,000 and over with a subcontractor of any 
tier must be submitted to the Contracting 
Officer or your Navy material Inspector for 
approval. In computing the size of a set¬ 
tlement for purposes of this paragraph, you 
should deduct (from the gross settlement) 
amounts payable for completed articles or 
work at the contract price and subcontract 
claims, but not disposal credits. Any settle¬ 
ment under $10,000 may be required to be 
submitted to the Contracting Officer or your 
Navy .material inspector for approval or rati¬ 
fication; unless such settlements are so re¬ 
quired to be separately submitted, they will 
be approved as a part of your own settlement. 
Notwithstanding the foregoing, if you have 
received an authorization to make final set¬ 
tlements of your subcontracts, any settle¬ 
ments made pursuant to the authorization 
will be recognized by the Government as 
final and conclusive for the purpose of set¬ 
tling the prime contract to which such sub¬ 
contracts are allocable. 

(c) Government review and inspection. 
You should notify your immediate subcon¬ 
tractors that, even in cases where you have 
authority to make a final settlement, their 
statement of claim may be examined by Gov¬ 
ernment accounting personnel and the mate¬ 
rials may be inspected by Government 
Inspectors. 

20. Retention, sale, or other disposal of 
inventories by subcontractors —(a) General 
policies. The same general policies appli¬ 
cable to retention, sale, or other disposal of 
prime contractor termination inventory (as 
stated in paragraph 14 above) apply in the 
case of subcontractor termination inventory. 
You should so advise your Immediate 
subcontractors. 

(b) Claims under $10,000 . Subject to the 
provisions of subparagraph (c) below, where 
a subcontractor’s claim (based on his own 
charges and estimated if necessary) is under 
$10,000, you are authorized, without further 
action by the Government, to give final ap¬ 
proval to retention, sale or other disposition 
of such subcontractor’s termination inven¬ 
tory. In computing the size of a claim for 
purposes of this paragraph, you should de¬ 
duct (from the gross claim) amounts pay¬ 
able for completed articles or work at the 
contract price and subcontract claims, but 
not disposal credits. In the absence of fraud, 
any such retention, salt, or other disposition 


will be accepted by the Government as final 
and conclusive, unless the sale is to you, 
or the subcontractor or buyer Is affiliated 
with you. The authority outlined herein re¬ 
garding approvals of property disposition 
may be revoked (but not retroactively) 
where the best Interests of the Government 
require it. 

(c) Completed articles and material treated 
as termination inventory ; abandonment of 
worthless property. The authority outlined 
herein does not include (1) the authority to 
retain or sell, or to approve retentions or 
sales of, completed articles not delivered un¬ 
der the contract and material treated as ter¬ 
mination inventory in accordance with 
§ 844.400-2 of the Joint Termination Regula¬ 
tion, unless the cost of such articles and such 
material to be retained or sold and the 
amount of the subcontractor’s termination 
claim, computed according to § 841.122 of the 
Joint Termination Regulation, total less than 
$10,000; or (ii) the authority to abandon or 
discard, or to approve abandonment or dis¬ 
carding of. worthless property without the 
approval of the contracting officer (in the case 
of the Navy, the local NMR&DA officer) or dis¬ 
posal board, required by § 844.453-3 of the 
Joint Termination Regulation. 

SECTION 7—INTERIM FINANCING 

21. Partial payments. Partial payments 
may be made to you. pending the settlement 
of your termination claim, by either (1) an 
immediate partial payment before you have 
had an opportunity to prepare an adequate 
inventory or statement of costs, or (2) a 
cost-supported partial payment as promptly 
as possible after submission of a partial or 
complete settlement proposal with the pre¬ 
scribed supporting data. Application for any 
such payment should be made to the Con¬ 
tracting Officer. Tills application should be 
on the prescribed form, which may be ob¬ 
tained from him. 

(a) Immediate partial payments are based 
on your estimate of your own costs, and ap¬ 
plication for any such payment must be ac¬ 
companied by your certificate that the esti¬ 
mated amount of your own costs allocable to 
the contract and due as of the date of the 
certificate is not less than a specified figure, 
after deducting either your costs with respect 
to any inventory which you Intend to retain, 
or the agreed price at which you are to retain 
it. The amount of any such payment, to¬ 
gether with all previous unliquidated advance 
or partial payments applicable to your own 
costs, will not exceed 90% of the figure speci¬ 
fied in the certificate. 

(b) Cost-supported partial payments are 
based on partial or complete settlement pro¬ 
posals. and application for any such payment 
must be accompanied by one or more such 
proposals, supported by the data required for 
the submission of a termination claim or by 
reference to a previously submitted claim. 

22. Advance payments. Where funds are 
on deposit in any advance payment account at 
the time of termination, the Contracting 
Officer or the Finance Division, OP&M, for the 
Navy Department may continue to authorize 
withdrawal of such funds to make payments 
chargeable to the account in accordance with 
applicable regulations. Likewise, amounts 
previously authorized, but not paid prior to 
the termination, may be used on termination 
subject to the same limitations. If your Con¬ 
tract is partially terminated, amounts on de¬ 
posit in the advance payment account may be 
used to pay termination charges os well as 
expenses in connection with performance, 
and additional advance payments may be au¬ 
thorized, In accordance with procedures gov¬ 
erning advance payments for production 
purposes. 

23. Penalty on overpayments and over¬ 
statements. To the extent that any partial 
or advance payment is in excess of the 
amount finally determined to be due on the 
termination claim, it will be treated as a loan 
from the Government, payable on demand, 
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together with a penalty computed at the rate 
ol 6% per annum from the date when it was 
made to the date of repayment. In addition, 
the Contract Settlement Act imposes a pen¬ 
alty of 6% on any overstatement of the 
amount due on a termination claim in con¬ 
nection with interim financing. 

24. Loans. A new type of loan, known as 
a T loan, guaranteed by the Government, Is 
available for the financing of war Inventories 
and receivables pending final settlement of 
termination claims. If you wish to obtain 
such a loan, you should first consult your lo¬ 
cal .bank. Guaranteed V bank loans are also 
available to contractors still in war produc¬ 
tion. 

SECTION 8—RECORDS AND PENALTIES 

25. Penal provisions. Section 19 (a) of the 

Contract Settlement Act of 1944 makes it a 
crime, punishable by fine and imprisonment, 
for any person wilfully to secrete, mutilate, 
obliterate, or destroy • • • 

”(i) Any records of a war contractor relat¬ 
ing to the negotiation, award, performance, 
payment, interim financing, cancelation or 
other termination, or settlement of a war 
contract of $25,000 or more: or 

44 (ii) Any records of a war contractor and 
any purchaser relating to any disposition of 
termination inventory in which the consid¬ 
eration received by any war contractor or any 
Government agency is $5,000 or more, 

“until (1) five years after such disposition 
of termination inventory by such war con¬ 
tractor or Government Agency, or (2) five 
years after the final settlement of such war 
contract, or (3) five years after the termina¬ 
tion of hostilities in the present war as pro¬ 
claimed by the President or by a concurrent 
resolution of the two Houses of Congress, 
whichever applicable period is longer." 

The Act also imposes severe penalties for 
false or fraudulent statements made in con¬ 
nection with the settlement and payment of 
termination claims. 

SECTION 9—MISCELLANEOUS 

26. Expenses subsequent to termination. 
You should submit to the Contracting Officer 
for his approval all costs incurred by you 
after the effective date of the Notice (a) for 
the protection of Government property, or 

(b) for other expenditures in connection 
with the terminated contract. (See the ter¬ 
mination article in your contract.) You 
must take adequate precautions to protect 
property in your possession in which the 
Government has or may have an interest. 

27. Contracting officer. In most cases the 
Contracting Officer will act through, and 
be assisted by. members of his staff, who may 
include material inspectors, disposal officers, 
accountants, and other technical experts. 
The Contracting Officer will probably appoint 
one of them as the negotiator in charge of 
your settlement, who will conduct the nego¬ 
tiations with you. but will not be authorized 
to agree finally on the terms of settlement 
without the approval of the Contracting Offi¬ 
cer. He will, however, have such authority 
as may be delegated to him by the Contract¬ 
ing Officer to approve dispositions of prop¬ 
erty. settlements with subcontractors, and 
other terms of final settlement. 

In the Navy Department, Navy material 
inspectors 4 act as general representatives of 
Navy Contracting Officers in the field. You 
should consult your War Department Con- 


4 The term "Navy material inspector" in¬ 
cludes an Inspector of Naval Material, a Naval 
Inspector of Ordnance, a Supervisor of Ship¬ 
building, a Naval Inspector of Machinery, a 
Bureau of Aeronautics Representative and 
an Officer in Charge of Construction. 


trading Officer or Navy material inspector 
for advice and assistance in termination mat¬ 
ters and should submit to him your settle¬ 
ment proposals, inventory schedules, appli¬ 
cations for partial payments and subcontract 
settlements requiring Government approval. 

28. Delay in filing claim; improper filing. 
Under the Contract Settlement Act of 1844 
Interest on a termination claim is not pay¬ 
able during the period of any unreasonable 
delay in settlement caused by the Contrac¬ 
tor. Failure to file your claim in accordance 
with applicable instructions within CO days 
after the date fixed for termination may re¬ 
sult in suspending the accrual of interest 
thereafter until such claim is properly filed, 
unless the Contracting Officer extends such 
period for good cause. Failure to file your • 
claim properly will also substantially delay 
its allowance. No charges will be allowed 
you to the extent that they are found to 
have resulted from your failure to take ac¬ 
tion, pursuant to your Notice of Termination 
or these Instructions, within a time which 
was reasonable under ail the circumstances. 

29. Modifications of instructions. The di¬ 
rections in your Notice of Termination and 
these Instructions may be modified from 
time to time. 

tJTR 943.11 

' § 849.943-2 Instructions to prime con¬ 
tractors under cost-plus-a-fixed-fee sup¬ 
ply contracts. Instructions to contrac¬ 
tors in substantially the following form, 
with table of contents for convenient 
reference, will accompany each notice of 
termination of a cost-plus-a-fixed-fee 
supply contract for the convenience or at 
the option of the Government. With 
appropriate changes, this form may be 
used for construction contracts. 

Instructions to Prime Contractors Under 

Terminated Cost-Plus-A-Fixed-Fee Supply 

Contracts 

• 

SECTION 1—INTRODUCTION 

1. Introductory. 

2. Termination procedure policy. 

3. Effective date of termination and date 

fixed for termination. 

4. Incorporation of uniform termination ar¬ 

ticle for CPFF supply contracts. 

5. Necessity for prompt action. 

6. Confirmation of oral approval. 

7. Application of these instructions. 

SECTION 2—ACTION TO BE TAKEN UPON RECEIPT 
OF NOTICE OP TERMINATION 

8. Cessation of work and notification to your 

immediate subcontractors. 

(a) Discontinuance of work. 

(b) Notice to subcontractors. 

(c) Form of notice and instructions to sub¬ 
contractors. 

(d) Completed articles. 

(e) Pending legal proceedings. 

(f) Other action. 

9. Notice to workers and cooperation with 

War Manpower Commission. 

SECTION 3—SETTLEMENT PROCEDURE 

10. Complete termination. 

(a) Negotiated settlement procedure In 

Joint termination regulation. 

(b) Discontinuance of vouchers. 

(c) Proposal forms to be used. 

(d) Partial settlements. 

11. Partial termination. 

SECTION 4 — DISPOSAL OF TERMINATION 
INVENTORY 

12. Contract obligations of contractors with 

respect to disposal of inventory. 

13. Preparation of inventory schedules. 


14. Methods of disposing of termination In¬ 

ventory. 

(a) General policies. 

(b) Authority to dispose of termination 

inventory without Government ap¬ 
proval. 

(1) Retention or sale of Items at cost. 

(2) Disposition of items under $100. 

(c) All other dispositions. 

(d) Proceeds. 

15. Transfer of termination inventory and 

subcontracts to continuing war con¬ 
tracts. 

(a) Transfers. 

(b) Costa of transfer. 

SECTION 5-PLANT CLEARANCE AND REMOVAL OF 

FACILITIES 

16. (a) Plant clearance: The 60-day period. 

(b) Contractor's right to remove and store. 

(c) Removal of facilities. 

SECTION 6—SUBCONTRACTORS AND SUPPLIERS 

17. Settlement proposals to be obtained from 

subcontractors. 

18. Review of settlement proposals of subcon¬ 

tractors. 

(a) Extent of review. 

(b) Extent of responsibility. 

19. Settlement of immediate subcontractors’ 

claims. 

(a) Settlements under $1,000. 

(b) Other settlements. 

(c) Government review’ and inspection. 

20. Retention, sale, or other disposal of in¬ 

ventories by subcontractors. 

(a) General policies. 

(b) Claims under $10,000. 

(c) Completed articles and material 

treated as termination inventory; 
abandonment of worthless property. 

SECTION 7—INTERIM FINANCING 

21. Partial payments. 

(a) Immediate partial payments. 

(b) Cost-supported partial payments. 

22. Advance payments. 

23. Penalty on overstatements and overpay¬ 
ments. 

24. Loans. 

SECTION 8—RECORDS AND PENALTIES 

25. Penal provisions. 

SECTION 9—MISCELLANEOUS 

26. Expenses subsequent to termination. 

27. Contracting officer. 

28. Delay in filing claim; improper filing. 

29. Modifications of instructions. 

SECTION 1—INTRODUCTION 

1. Introductory. These Instructions sum¬ 
marize your principal rights and obligations 
arising out of the termination of your Con¬ 
tract. They are based upon the Contract 
Settlement Act of 1944 and Government regu¬ 
lations issued under the Act. Please read 
and follow them carefully. For more com¬ 
plete details on matters covered by these In¬ 
structions and for information on matters 
not covered by these Instructions, you should 
consult the Joint Termination Regulation, 
Issued by the War and Navy Departments. 

2. Termination procedure policy. It is the 
policy of the Government, wherever possible, 
to settle termination claims by negotiation. 
Negotiated settlements must, however, be 
supported by adequate data, and the prompt 
submission of properly supported settlement 
proposals will facilitate speedy and equitable 
final settlements. 

3. Effective date of termination and date 
fixed for termination. The terms “effective 
date of termination” and “date fixed for ter¬ 
mination” mean the date upon which your 
notice of termination first requires you (1) 
to reduce or stop deliveries under your Con¬ 
tract, or, (2) If no deliveries are being made 
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or are called for under the Contract, to re¬ 
duce or stop performance under the Contract. 
Payment of Interest, if any, on your termina¬ 
tion claim will be calculated by reference to 
this date. 

4. Incorporation of uniform termination 
article for CPFF supply contracts . If your 
terminated Contract does not contain the 
uniform termination article for cost-plu^-a- 
flxcd-fee supply contracts, it is requested that 
if practicable you promptly notify the Con¬ 
tracting Officer named in your notice of 
termination in order to arrange at once for 
amending the Contract to include it. This 
article-embodies Government policy on ter¬ 
minations for convenience, and unless the 
special circumstances of your case make Its 
use unnecessary, amendment of your Con¬ 
tract to Include it will greatly facilitate a 
fair and speedy settlement. Such amend¬ 
ment may be made now, even though your 
Contract has been terminated. 

5. Necessity for prompt action. One of the 
primary objectives of the Contract Settlement 
Act of 1944 is “to assure to prime contractors 
and subcontractors, small and large, speedy 
and equitable final settlement of claims un¬ 
der terminated war contracts, and adequate 
Interim financing until such final settle¬ 
ment.” In large measure the speed with 
which the Government can settle your claim 
depends upon your vigorous cooperation in 
taking quickly all necessary steps to submit 
it in proper form. 

6. Confirmation of oral approval. When¬ 
ever in these instructions, or in the termina¬ 
tion article which forms a part of your Con¬ 
tract, the approval of the Government is 
required as to any action to be taken by 
you. you should for your records, require 
written confirmation of any such approval 
which has been given orally. 

7. Application of these instructions. 
Where a fixed-price prime contract contains 
separate provisions calling for certain articles 
or work on a reimbursable cost basis, the set¬ 
tlement of the reimbursable cost portion of 
such contract is covered by these Instruc¬ 
tions. In general, these Instructions apply 
to subcontractors as well as prime contrac¬ 
tors. except that the subcontractor stands 
in the same relationship to the contractor 
to or for whom he is delivering materials or 
performing services as that in which the 
prime contractor stands to the Government. 
To assist in effecting termination settle¬ 
ments, the War and Navy Departments have 
prepared the Joint Termination Regulation 
referred to above, which may be obtained by 
war contractors free of charge from the Joint 
Army-Navy Termination Regulation Distri¬ 
bution Office, 6th Floor. 90 Church Street, 
New York City. 

SECTION 2—ACTION TO BE TAKEN UPON RECEIPT 
OF NOTICE OF TERMINATION 

8. Cessation of work and notification to 
your immediate subcontractors. Immedi¬ 
ately upon receipt of your notice of termi¬ 
nation, you should take the following steps: 

(a) Discontinuance of work. You should 
stop all work, make no further shipments, 
and place no further orders in connection 
with the Contract, except (1) to the extent 
necessary to perform any portion thereof 
not terminated by the Notice, or (2) to the 
extent that you may wish to retain and 
continue any work in process or other 
materials for your own account, or (3) to the 
extent the Contracting Officer authorizes you 
to continue work-in-process for reasons of 
safety, or to clear (or avoid damage to) 
equipment, or to avoid immediate complete 
spoilage of work-In-process having a definite 
commercial value, or otherwise to prevent 
undue loss to the Government. (If you be¬ 
lieve the authorization referred to in sub¬ 
paragraph (3) above is necessary or advis¬ 
able, you should Immediately notify the 
Contracting Officer by telephone or personal 
conference and obtain Instructions.) 


You should keep adequate records of your 
compliance with this paragraph 8 (a) show¬ 
ing (1) the date you received your Notice of 
Termination (ii) the effective date of such 
termination and (ill) the extent of com¬ 
pletion of performance on such effective 
date. 

(b) Notice to subcontractors. You should 
give notice of termination to each of your 
Immediate subcontractors (including sup¬ 
pliers) who will be affected by the termina¬ 
tion of your Contract. In such notice (see 
the form referred to in (c) below) you should 
(1) give him the number of your Contract 
with the Government, (2) state that it has 
been terminated (or terminated in part, if 
that is the case) for the convenience of the 
Government, (3) give him the name and 
address of the Contracting Officer in charge 
of your claim, as set forth below, (4) instruct 
him to 8top all work, to make no further 
shipments, to place no more orders, and to 
terminate all subcontracts under his con¬ 
tract with you (subject to the same ex¬ 
ceptions stated in paragraph 8 (a)), (6) 
direct him to submit his settlement proposal 
promptly In order to speed up settlement 
of his termination claim and (6) request him 
to give similar notice and instructions to his 
immediate subcontractors. The notice and 
Instructions referred to in (6) should include 
(i) the name of the Contracting Officer in 
charge of the claim and his address, (11) the 
contract number of the terminated prime 
contract, and (ill) a request that a similar 
notice of termination (showing in each case 
the contract numbers of the terminated 
prime contract and intermediate subcon¬ 
tracts) be passed down the line promptly to 
subcontractors of lower tiers, In order that 
subcontractors of all tiers may receive due 
notice of termination and be In position to 
identify their claims and secure prompt set¬ 
tlement thereof. 

In any case where to include the number 
of a terminated prime contract or subcon¬ 
tract would be impracticable or would delay 
the sending of a notice of termination, this 
information may be omitted, but should, if 
possible, be supplied thereafter. 

(c) Form of notice and instructions to sub - 
contractors. You are requested to send in 
triplicate to each of your immediate subcon¬ 
tractors (including suppliers), if any. holding 
fixed-price (lump sum) supply contracts, a 
form of Termination Notice substantially in 
the form enclosed herewith. There is also 
inclosed a recommended form of “Instruc¬ 
tions to Subcontractors Holding Terminated 
Fixed-Price (Lump Sum) Supply Subcon¬ 
tracts” to accompany the Notice sent to them. 

(d) Completed articles. You should notify 
the' Contracting Officer of the number of 
articles completed under the Contract and 
still on hand, and arrange with him for their 
delivery or other disposal. 

(e) Pending legal proceedings. You should 
notify the Contracting Officer of any pend¬ 
ing legal proceedings which relate to any 
subcontracts or purchase orders under the 
terminated Contract or which have resulted 
in or which are intended to obtain, a lien or 
encumbrance on any termination inventory 
other than termination inventory you pro¬ 
pose and are authorized to purchase, retain 
or dispose of. (The Contracting Officer 
should also be promptly notified of any such 
proceedings brought after receipt of the 
Notice.) 

(f) Other action. You should take such 
other action as may be required by the Con¬ 
tracting Officer or under the termination 
article contained in your Contract. 

9. Notice to workers and cooperation with 
War Manpower Commission. Contractors are 
urged by the Government, and requested to 
urge their subcontractors in all cases where 
the termination is likely to result in the re¬ 
lease of a substantial number of workers, to 
notify the workers and their union repre¬ 
sentatives, if any, that the contract was ter¬ 


minated for the convenience of the Govern¬ 
ment, and to cooperate with the War Man¬ 
power Commission by making known their 
new net labor requirements and allowing the 
United States Employment Service repre¬ 
sentative to conduct job interviews at the 
plant. 

SECTION 3—SETTLEMENT PROCEDURE 

10. Complete termination —(a) Negotiated 
settlement procedure in joint termination 
regulation. For a complete statement of the 
procedure applicable to the settlement of your 
contract, it is suggested that you refer to 
the detailed provisions of the Joint Termi¬ 
nation Regulation, especially Subpart F of 
Part 845. 

(b) Discontinuance of vouchers. If any 
costs have been reimbursed under your con¬ 
tract, prompt discontinuance of Form 1034 
vouchers will permit more rapid clearance 
with the General Accounting Office and will, 
therefore, materially expedite the settlement 
of your contract. If you elect to discontinue 
the use of Form 1034 vouchers, however, you 
may not thereafter resume the use of such 
vouchers. 

(c) Proposal forms to be used. After dis¬ 
continuance of Form 1034 vouchers, your 
costs which have not theretofore been re¬ 
imbursed by the Government, and your claim 
for fixed-fee, will be presented on the form 
“Settlement Proposal For Use on Terminated 
Cost and Cost-Plus-A-Fixed-Fee Contracts”. 
Copies of this form may be obtained from 
the contracting officer. Such settlement pro¬ 
posals will serve as the basis for interim 
financing and the negotiation of partial or 
complete settlements. Each partial settle¬ 
ment proposal will be numbered serially be¬ 
ginning with the number “1”, and you should 
maintain a separate number series for each 
cost-pi us-a-fixed-fee contract. 

(d) Partial settlements. Partial settle¬ 
ments may be made with you from time to 
time after submission of one or more partial 
proposals. Under such partial settlements 
the Government will agree with you upon a 
minimum amoimt due on the entire claim 
without determining that this amount is 
due on particular elements of the claim, leav¬ 
ing the final amount due on the entire claim 
subject to final negotiation. 

11. Partial termination. Unless the con¬ 
tracting officer determines that the termi¬ 
nated portion of your contract is to be settled 
separately, you should continue to present 
your costs in the same manner as prior to 
termination until performance of the con¬ 
tract is complete or performance of any con¬ 
tinued portion is only on subsidiary items or 
spare parts, or is otherwise not substantial. 
At that time the procedure applicable in the 
case of a complete termination will be used. 

SECTION 4 —DISPOSAL OF TERMINATION 
INVENTORY 

12. Contract obligations of contractors 
with respect to disposal of inventory, (a) 
“Termination Inventory” means any mate¬ 
rials (including a proper part of any com¬ 
mon materials and Including Government- 
owned materials) properly allocable to the 
terminated portion of a war contract, except 
any machinery or equipment held under a 
separate contract or contract provision spe¬ 
cifically governing its use or disposition. 

(b) By the terms of clause (b) (7) of the 
Uniform Termination Article for use In Cost- 
Plus-A-Fixed-Fee Supply Contracts, the con¬ 
tractor is obligated, after receipt of the notice 
to use his best efforts to sell, in the manner, 
to the extent, at the time, and at the price or 
prices directed or authorized by the Contract¬ 
ing Officer, the fabricated or unfabricated 
parts, work in process, completed work, sup¬ 
plies and other material produced as a part 
of. or acquired in respect of the performance 
ofi the work terminated by the notice, exeept 
that the contractor is not required to extend 
credit to any purchaser, and may retain any 
such property at a price or prices approved 
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by the Contracting Officer or authorized Navy 
representative. 

(c) In disposing of Government-owned 
termination Inventory, you are hereby au¬ 
thorized to credit the proceeds of such dis¬ 
position against your termination claim, 
unless the Contracting Officer directs other¬ 
wise. If your Contract does not now pro¬ 
vide for such disposition and credit, it will 
be deemed to be amended accordingly, upon 
your exercise of this authority. 

13. Preparation of inventory schedules. 
Termination inventory schedules for use by 

' war contractors under fixed-price war sup¬ 
ply contracts are prescribed by the Office of 
Contract Settlement (Forms 2a. 2b, 2c and 
2d),’ These same schedules may be used by 
contractors under cost-plus-a-fixed-fee sup¬ 
ply contracts for purposes of disposal, storage, 
or removal of termination Inventory. You 
should consult the Contracting Officer as to 
the extent of Information to be submitted. 

14. Methods of disposing of termination in¬ 
ventory—{a) General policies. (1) Except 
as to items which the Government has ad¬ 
vised you that it wishes to take over, or as 
to which It has given you contrary instruc¬ 
tions. it is the policy of the Government 
strongly to encourage contractors either to* 
retain termination inventories or to dispose 
of them. Such retention or disposition is 
subject to applicable War Production Board 
regulations and to price regulations (as set 
forth in Part 844 of the Joint Termination 
Regulation) of other Government agencies. 

(2) If you propose to retain or sell termi¬ 
nation inventory, the price*(or agreed value 
in the case of retention) should be fair and 
reasonable under all the circumstances and 
one which you would approve if you were 
dealing solely for your own account. 

(b) Authority to dispose of termination 
inventory without government approval. 
In the following cases, no approval by the 
Government is required for retention or sale 
(including a determination that inventory 
should be scrapped and the disposal of such 
scrap), and in the absence of fraud your 
action will be accepted as final and con¬ 
clusive : 

(1) Retention or sale of items at cost . 
You may retain or sell without Government 
approval any item of termination inventory 
at its cost, and in the case of items sold, 
you may include in your termination claim 
reasonable freight, packing and handling 
charges, if any. 

(2) Disposition of items under $100. You 
may retain or sell without Government ap¬ 
proval any item of your termination inven¬ 
tory where the total cost of the item does 
not exceed $100: Provided. That the aggregate 
cost of all items so retained or sold does 
not exceed $5,000. or 20 per cent of the total 
Inventory cost, whichever is less. The term 
"item" includes all substantially similar 
articles in your termination Inventory at any 
one location. 

(c) All other dispositions. Except as per¬ 
mitted by paragraphs 14 (b) (1) and 14 (b) 
(2) above, dispositions of termination in¬ 
ventory require the approval of the Con¬ 
tracting Officer or the authorized Navy rep¬ 
resentative. 

(d) Proceeds, The approved price of re¬ 
tention, sale or other disposition will con¬ 
stitute a credit in reduction of your termi¬ 
nation claim, unless paid to the Govern¬ 
ment. 

15. Transfer of termination inventory and 
subcontracts to continuing war contracts — 

(a) Transfers. Whenever practicable, and 
where a saving to the Government may be 
accomplished, you should effect transfers of 
termination inventory to continuing war con¬ 
tracts even if such transfers necessitate the 
cancellation of subcontracts already placed 
under tbs continuing war contract. Sim¬ 
ilarly, you should effect transfers of subcon¬ 
tracts for materials, equipment, supplies, and 
services from terminated contracts to con¬ 


tinuing war contracts, where the property or 
services covered by the subcontracts trans¬ 
ferred may be utilized in performance of the 
continuing war contract. 

(b) Costs of transfer. In the case of ter¬ 
mination Inventory and subcontracts so 
transferred, you will be paid for your reason¬ 
able costs, if any, involved in such transfer. 
Detailed information as to methods of reim¬ 
bursement may be found in Part 844 of the 
Joint Termination Regulation or may be ob¬ 
tained from the Contracting Officer. 

SECTION 5—PLANT CLEARANCE AND REMOVAL OF 
FACILITIES 

16. (a) Plant clearance: The 60-day period. 
In order to arrange for plant clearance, you 
may from time to time submit to the Govern¬ 
ment inventory schedules on the Standard 
Forms above mentioned (Forms 2a, 2b. 2c and 
2d). These schedules will constitute your 
statement showing the materials claimed to be 
termination Inventory which, if not otherwise 
disposed of prior to settlement, you desire to 
have removed by the Government from your 
plant. The obligation of the Government 
under the Contract Settlement Act of 1944 to 
remove or arrange /or storage of any items of 
termination Inventory will not arise until 
sixty days, or such longer time as may be 
agreed, from the time when these schedules 
containing a listing of such items, are filed 
with the Contracting Officer or your Navy ma¬ 
terial inspector in accordance with applica¬ 
ble instructions, in satisfactory form, and 
with the required certificate. 

(b) Contractor's right to remove and store. 
If for any reason the Government does not. 
within such sixty-day period (or longer as 
agreed on), either remove such materials or 
enter into an agreement with you for their 
storage, you may at any time thereafter (us¬ 
ing reasonable care in transportation and 
preservation) remove and store them for the 
account and at the risk and expense of the 
Government. You may do so. however, only 
if you have first delivered to the Contracting 
Officer or your Navy material inspector (1) 20 
days’ notice in writing of the date fixed for 
removal and (2) a statement showing the 
quantities and condition of the materials so 
to be removed, certified on your behalf to 
represent a concurrent physical inventory. At 
any time after the effective .date of termina¬ 
tion, you are authorized to remove and store 
at your own expense and risk any items of 
termination Inventory. 

(c) Removal of facilities. It is the policy 
of the Government in accordance with the 
provisions of section 12 (g) of the Contract 
Settlement Act of 1944 and General Regula¬ 
tion 4 of the Director of Contract Settlement, 
dated 28 September 1944. to provide for the 
orderly and expeditious removal from private 
plants of Government-owned machinery, 
tools, or other equipment which are no longer 
required for war production or for the na¬ 
tional defense. If you have any such equip¬ 
ment in your plant, you should notify the 
Contracting Officer who will advise you of the 
details of the procedure which has been es¬ 
tablished under General Regulation 4 above, 
to provide for removal or storage. 

SECTION 6—SUBCONTRACTORS AND SUPPLIERS 

17. Settlement proposals to be obtained 
from subcontractors. Fixed-price subcon¬ 
tractors are required to use the Standard 
Form in submitting their proposals in ac¬ 
cordance with the Instructions for their use. 
In the case of cost-plus-a-fixed-fee subcon¬ 
tracts, the procedure for settlement set forth 
in section 3 for the settlement of your Con¬ 
tract will in general be applicable. 

18. Review of settlement proposals of sub¬ 
contractors —(a) Extent of review. It is your 
responsibility in the first Instance to review 
or examine all settlement proposals deliv¬ 
ered to you by your immediate subcontrac¬ 
tors. Your duty in this regard is similar 
to that of the Government in passing upon 
the settlement proposals submitted by you. 


You are required at least to cause an office 
review to be made of each such proposal 
(which should Include an accounting re¬ 
view where the net amount of the claim is 
$1,000 or more); and you should make a writ¬ 
ten report of each such review, to be fur¬ 
nished to the Government if requested. 

(b) Extent of responsibility. You should 
In every case make such examination as is 
reasonable under all the circumstances and 
you will be held to the standard of scrutiny 
that a prudent business man would ordi¬ 
narily employ in the conduct of his own af¬ 
fairs. You will not be required to warrant 
the accuracy of the facts presented by the 
subcontractors: but you will be required to 
certify that, on the basis of a review or 
examination which you believe to be ade¬ 
quate, you are of the opinion that settle¬ 
ments of the charges of your immediate sub¬ 
contractors are fair and reasonable, are al¬ 
locable to the terminated portion of your 
Contract, were negotiated in good faith, and 
are not more favorable to the subcontractors 
than you would make if reimbursed by the 
Government were not involved. 

19. Settlement of immediate subcontrac¬ 
tors’ claims —(a) Settlements under $1,000. 
Where an Immediate fixed-price subcontrac¬ 
tor submits to you a settlement proposal 
properly made out on Standard Form la. you 
are authorized, without further action by the 
Government, to make a final settlement with 
such subcontractor. If you make such a 
settlement (which must involve a net 
amount of less than $1,000 after deducting 
property disposal credits), you will also, in 
so doing, approve the subcontractor's credits 
for retention or disposal of termination in¬ 
ventory. 

(b) Other settlements. Each settlement 
of $10,000 and over with a subcontractor of 
any tier must be submitted to the Contract¬ 
ing Officer or your Navy material Inspector 
for approval. In computing the size of a 
settlement for purposes^pf this paragraph, 
you should deduct (from the gross settle¬ 
ment) amounts payable for completed articles 
or work at the contract price and subcontract 
claims, but not disposal credits. Any set¬ 
tlement under $10,000 may be required to 
be submitted to the Contracting Officer or 
your Navy material Inspector for approval 
or ratification: unless such settlements are 
so required to be separately submitted, they 
will be approved as a part of your own set¬ 
tlement. Notwithstanding the foregoing, if 
you have received an authorization to make 
final settlements of your subcontracts, any 
settlements made pursuant to the authoriza¬ 
tion will be recognized by the Government 
as final and conclusive for the purpose of 
settling the prime contract to which such 
subcontracts are allocable. 

(c) Government review and inspection. 
You should notify your immediate subcon¬ 
tractors that, even in cases where you have 
authority to make a final settlement, their 
statement of claim, may be examined by 
Government accounting personnel and the 
materials may be Inspected by Government 
inspectors. 

20. Retention, sale, or other disposal of 
inventories by subcontractors —(a) General 
policies. The same general policies applicable 
to retention, sale, or other disposal of prime 
contractor termination inventory (as stated 
in paragraph 14 above) apply in the case cf 
subcontractor termination inventory. Ycu 
should so advise your immediate subcon¬ 
tractors. 

(b) Claims under $10,000. Subject to the 
provisions of subparagraph (c) below, where 
a subcontractor’s claim (based on his own 
charges and estimated if necessary) is under 
$10,000, you are authorized, without further 
action by the Government, to give final ap¬ 
proval to retention, sale or other disposition 
of such subcontractor’s termination inven¬ 
tory. In computing the size of a claim for 
purposes of this paragraph, you should deduct 
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(from the gross claim) amounts payable for 
completed articles or work at the contract 
price and subcontract claims, but not dis¬ 
posal credits. In the absence of fraud, any 
such retention, sale, or other disposition will 
be accepted by the Government as final and 
conclusive, unless the sale Is to you, or the 
subcontractor or buyer is affiliated with you. 
The authority outlined herein regarding ap¬ 
provals of property disposition may be re¬ 
voked (but not retroactively) where the best 
interests of the Government require it. 

(c) Completed articles and material treated 
as termination inventory; abandonment of 
worthless property. The authority outlined 
herein does not include (i) the authority to 
retain or sell, or to approve retentions or 
sales of, completed articles not delivered un¬ 
der the contract and material treated as ter¬ 
mination inventory in accordance with 
§ 844.400-2 of the Joint Termination Regula¬ 
tion, unless the cost of such articles and such 
material to be retained or sold and the 
amount of the subcontractor’s termination 
claim, computed according to § 841.122 of the 
Joint Termination Regulation, total less than 
$10,000; or (11) the authority to abandon or 
discard, or to approve abandonment or dis¬ 
carding of. worthless property without the 
approval of the contracting officer (in the 
case of the Navy, the local NMR&DA officer) 
or disposal board, required by § 844.453-3 of 
the Joint Termination Regulation. 

SECTION 7—INTERIM FINANCING 

21. Partial payments. Partial payments 
may be made to you, pending the settlement 
of your termination claim, by either (1) an 
immediate partial payment before you have 
had an opportunity to prepare an adequate 
inventory or statement of costs, or (2) a cost- 
supported partial payment as promptly as 
possible after submission of a partial or com¬ 
plete settlement proposal with the prescribed 
supporting data. Application for any such 
payments should be made to the Contracting 
Officer. This application should be on the 
prescribed form, which may be obtained from 
him. 

(a) Immediate partial payments are based 
on your estimate of your own costs, and ap¬ 
plication for any such payment must be ac¬ 
companied by your certificate that the esti¬ 
mated amount of your own costs allocable 
to the contract and due as of the date of the 
certificate is not less than a specified figure, 
after deducting any required credits. Your 
estimate of your costs need not be limited to 
the partial proposals already filed, but may 
include other amounts due you for which 
partial proposals have not yet been filed. 
The amount of any partial payment, together 
with all previous unliquidated advance or 
partial payments applicable to your own 
costs, will not exceed 90% of the figure speci¬ 
fied in the certificate. 

(b) Cost-supported partial payments are 
ased on partial or complete settlement pro- 
osals, and application for any such pay¬ 
ment must be accompanied by one or more 
such proposals, supported by the data re¬ 
quired for the submission of a termination 
claim or by reference to a previously sub¬ 
mitted claim. 

22. Advance payments. Where funds are 
on deposit in any advance payment account 
at the time of termination, the Contracting 
Officer or the Finance Division. OP&M, for 
the Navy Department, may continue to au¬ 
thorize withdrawal of such funds to make 
payments chargeable to the account, in ac¬ 
cordance with applicable regulations. Like¬ 
wise, atnounts previously authorized, but 
not paid prior to the termination, may be 
used on termination subject to the same 
limitations. If your 'Contract is partially 
terminated, amounts on deposit in the ad¬ 
vance payment account may be used to pay 
termination charges as well as expenses in 


connection with performance, and additional 
advance payments may be authorized, in ac¬ 
cordance with procedures governing advance 
payments for production purposes. 

23. Penalty on overstatements and over¬ 
payments. To the extent that any partial 
or advance payment is in excess of the 
amount finally determined to be due on the 
termination claim, it will be treated as a 
loan from the Government, payable on de¬ 
mand, together with a penalty computed at 
the rate of 6% per annum from the date 
when it was made to the date of repayment. 
In addition, the Contract Settlement Act im¬ 
poses a penalty of 6% on any overstatement 
of the amount due on a termination claim 
in connection with interim financing. 

24. Loans. A new type of loan, known as 
a T loan, guaranteed by the Government, 
is available for the financing of war inven¬ 
tories and receivables pending final settle¬ 
ment of termination claims. If you wish to 
obtain such a loan, you should consult your 
local bank. Guaranteed V bank loans are 
also available to contractors still in war 
production. 

SECTION 8-RECORDS AND PENALTIES 

25. Penal provisions. Section 19 (a) of 
the Contract Settlement Act of 1944 makes 
it a crime, punishable by fine and imprison¬ 
ment, for any person wilfully to secrete, 
mutilate, obliterate, or destroy • • • 

*'(i) Any records of a war contractor relat¬ 
ing to the negotiation, award, performance, 
payment, Interim financing, cancelation or 
other termination, or settlement of a war 
contract of $25,000 or more; 

or 

“(il) Any records of a war contractor and 
any purchaser relating to any disposition 
of termination inventory in which the con¬ 
sideration received by any war contractor or 
any Government agency is $5,000 or more. 

“until (1) five years after such disposition 
of termination inventory by such war con¬ 
tractor or Government Agency, or (2) five 
years after the final settlement of such war 
contract, or (3) five years after the termi¬ 
nation of hostilities in the present war as 
proclaimed by the President or by a con¬ 
current resolution of the two Houses of Con¬ 
gress, whichever applicable period is longer." 

The Act also imposes severe penalties for 
false or fraudulent statements made in con¬ 
nection with the settlement and payment of 
termination claims. 

SECTION 9-MISCELLANEOUS 

26. Expenses subsequent to termination. 
You should submit to the Contracting Officer 
for his approval all costs incurred by you 
after the effective date of the Notice (a) for 
the protection of Government property, or 
(b) for other expenditures in connection 
with the terminated contract. (See the ter¬ 
mination article in your contract.) You 
must take adequate precautions to protect 
property in your possession in which the 
Government has or may have an Interest. 

27. Contracting Officer. In most cases, the 
Contracting Officer will act through, and be 
assisted by, members of his staff, who may 
include material inspectors, disposal officers, 
accountants, and other technical experts. 
The Contracting Officer will probably appoint 
one of them as the negotiator in charge of 
your settlement, who will conduct the nego¬ 
tiations with you, but will not be authorized 
to agree finally on the terms of settlement 
without the approval of the Contracting 
Officer. He will, however, have such authority 
as may be delegated to him by the Contract¬ 
ing Officer to approve dispositions of property, 
settlements with subcontractors, and other 
terms of final settlement. 


In the Navy Department, Navy material 
inspectors 1 act as general representatives of 
Navy Contracting Officers in the field. You 
should consult your War Department Con¬ 
tracting Officer or Navy material inspector for 
advice and assistance in termination matters 
and should submit to him your settlement 
proposals, inventory schedules, applications 
for partial payments and subcontract settle¬ 
ments requiring Government approval. 

28. Delay in filing claim; improper filing. 
Under the Contract Settlement Act of 1944 
interest on a termination claim is not payable 
during the period of any unreasonable delay 
in settlement caused by the Contractor. Fail¬ 
ure to file your claim in accordance with 
applicable instructions within 60 days after 
the date fixed for termination may result 
in suspending the accrual of interest there¬ 
after until such claim is properly filed, unless 
the Contracting Officer extends such period 
for good cause. Failure to file your claim 
properly will also substantially delay its al¬ 
lowance. No charges will be allowed you to 
the extent that they are found to have re¬ 
sulted from your failure to take action, pur¬ 
suant to your Notice of Termination or these 
Instructions, within a time which was rea¬ 
sonable under all the circumstances. 

29. Modifications of instructions. The di¬ 
rections In your Notice of Termination and 
these Instructions may be modified from time 
to time. 

[JTR 943.21 

§ 849.944 Forms of notice and in¬ 
structions for subcontractors. [JTR 944) 

§ 849.944-1 Telegraphic termination 
notice to subcontractors. —Substantially 
the following form of notice is recom¬ 
mended for use where it is desired to 
notify any fixed-price (lump sum) sup¬ 
ply subcontractor of the termination of 
a subcontract and to send such notice 
by telegram or teletype: 

XY Z Corporation, 

New York. New York. 

Your contract with us No._Is hereby 

terminated effective [Here insert “imme¬ 
diately" or “on.. 194—" (inserting 

the date). or “as soon as you have delivered 
thereunder including previous deliveries the 
following items” (listing items), or "on 

-194—, on which date you will 

reduce delivery rate as follows" (inserting 
Instructions as to reduced rate of delivery).] 
Immediately stop all work. Terminate all 
subcontracts and place no further orders ex¬ 
cept to extent (Here insert, if applicable, 
“necessary to perform any portion thereof 
not terminated hereby or’’l that you or a 
subcontractor wish to retain and continue 
for own account any work In process or 
other materials. Telegraph similar instruc¬ 
tions to all subcontractors and suppliers. 
(Insert where applicable “This termination 
is necessitated by Government’s termination 
of prime contracts under which your con¬ 
tract Is a subcontract."] If this termi¬ 
nation will result in release of labor, facili¬ 
ties, or production tools, you are requested 
to notify your nearest WPB office imme¬ 
diately. Letter and instructions follow. 


Name of Contractor 

[JTR 944.1] 

§ 849.944-2 Letter termination notice 
for use by prime contractors in terminate 


1 The term “Navy material inspector" ln- 
’ eludes an Inspector of Naval Material, a Naval 
Inspector of Ordnance, a Supervisor of Ship¬ 
building, a Naval Inspecjpr of Machinery, a 
Bureau of Aeronautics Representative and an 
Officer in Charge of Construction. 
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ing fixed-price (lump sum) supply sub¬ 
contracts. A notice in substantially the 
following form is recommended for use 
by prime contractors in terminating by 
letter fixed-price (lump sum) supply 
subcontracts. This form is intended for 
cases where termination of the subcon¬ 
tract is required by termination of the 
prime contract. Appropriate changes 
should be made by prime contractors in 
using this form where termination of a 
subcontract becomes necessary without 
termination of the prime contract. 

Letter Termination Notice to Subcontrac¬ 
tors Holding Fixed-Price (Lump Sum) 
Subcontracts 

f At the top of the notice set out all special 
details relating to the particular termi¬ 
nation: e. g.. name and address of company, 
contract number of terminated prime con¬ 
tract, contract number or other designation 
of terminated subcontract, service or bureau 
involved, etc. 

If tills written termination notice con¬ 
firms a telegraphic notice previously sent to 
your subcontractor, use the first of the alter¬ 
native paragraphs No. 1 below. If no previ¬ 
ous telegraphic notice has been sent, use 
the second. | 

1. Effective date of termination. This let¬ 
ter wUl confirm our telegram to you dated 
_194__, terminating [in part) our 


contract (or order) with you No__ This 

action was necessitated by the fact that our 
Government Contract No_was termi¬ 


nated by the Government for its conven¬ 
ience, and our contract (or order) with you 
is a subcontract to perform work or to make 
or furnish material required for the perform¬ 
ance of said Government Contract. The 
effective date of such termination is stated 
In our telegram, reference to which is hereby 
made |or copy of which is attached!. (Or) 

1. Effective date of termination. Our Gov¬ 
ernment Contract No_ has Just been 

terminated by the Government for Its con¬ 
venience. Our contract (or order) with you, 

No-is a subcontract to perform work 

or to make or furnish material required for 
the performance of said Government Con¬ 
tract, and Is therefore terminated hereby. 
Such termination will be effective: 

(Here Insert either “immediately upon 

your receipt of this Notice" or “on__ 

194.-" (inserting the date), or “as soon as 
you have delivered under said contract (or 
order) the following number of each of the 
items listed below, including those heretofore 

delivered, to wit: _or 

“on-- 194__, on which date you 

are hereby directed to reduce the rate of de¬ 
livery under said contract (or order) as fol¬ 
lows:" (here insert Instructions as to reduced 
rate of delivery).) If this termination will 
result in the release of labor, facilities, or 
production tools, you are requested tcfnotlfy 
your nearest War Production Board office im¬ 
mediately. 

2. Inclosed instructions. Inclosed herewith 
is a short statement entitled “Instructions to 
Subcontractors Holding Terminated Fixed- 
Price (Lump Sum) Supply Subcontracts", 
which was furnished to us by the Government 
and which outlines briefly your principal 
rights and obligations not covered by this 
Notice. You should read and follow carefully 
these Instructions. 

3. Disposal of termination inventory, (a) 
You are authorized and urged to retain or 
dispose of all termination inventory in ac¬ 
cordance with Section 4 of the Instructions, 
except for the following property: (Here list 
all property which the signer wishes, or has 
been advised that tje Government wishes, to 
take over and give full Instructions relating 
thereto.) 

(b) In connection with final settlement of 
your claim (other than a “no-cost" settle¬ 


ment, see paragraph 5 (c) below), It will be 
necessary to establish that all your termina¬ 
tion inventory and that of your subcon¬ 
tractors has been properly accounted for, as 
provided in the Joint Termination Regulation 
of the War and Navy Departments, § 844.448-1. 
If your claim is properly submitted on Stand¬ 
ard Form la of the Office of Contract Settle¬ 
ment, you need not furnish further evidence 
of this fact unless notified to the contrary. 
In all other cases you should be prepared 
to furnish us a certificate in substantially the 
form prescribed in the Joint Termination 
Regulation, § 849.973, and you should advise 
each of your immediate subcontractors who 
intends to make a claim (other than a claim 
properly submitted on Standard Form la) 
that he should be prepared to furnish you a 
similar certificate. 

4. Completed articles. Completed articles 
which have been shipped but not received 
prior to the effective date of termination 
will be considered for all purposes as articles 
delivered prior to such effective date, and 
should, therefore, be invoiced in the usual 
way and not included In your termination 
claim. 

5. Submission of settlement proposal, (a) 
We wish, and have been urged by the Govern¬ 
ment, to settle your termination claim by 
negotiation and on such terms as will speed¬ 
ily and fairly compensate you therefor. To 
assist you in prompt submission of your Set¬ 
tlement Proposal, there is inclosed herewith 
one set of the Standard Forms of the Office 
of Contract Settlement for use by all fixed- 
price war supply contractors. Additional 
copies for your own use and for your subcon¬ 
tractors, if any, may be obtained from us or 
from the Government office named below, 
which will be in charge of the settlement of 
the prime contract. [In the case of the Navy, 
substitute “from your cognizant Navy ma¬ 
terial inspector.") 

(b) Your settlement proposal, supporting 
inventory sc’* 3 dules. if any. application for 
partial payment, and all related papers should 
be submitted to us. In the absence of contrary 
instructions. ) In the case of the Navy, add a 
statement requiring the submission of any 
settlement proposal of $10,000 or more via 
the subcontractor’s cognizant Navy material 
inspector.) 

| Include the following subparagraph (c) 
unless it appears deafly inappropriate in view 
of the size of the subcontract terminated or 
for other obvious reasons known to the con¬ 
tractor sending the notice of termination. 
If this subparagraph is included, there should 
be Inclosed two copies of the “No-Cost" Sub¬ 
contract Settlement Agreement referred to 
therein.) 

(c) If you do not wish to present a ter¬ 
mination claim against us, please sign and 
return both copies of the Inclosed form of 
“No-Cost" Subcontract Settlement Agree¬ 
ment (Joint Termination Regulation, 
§ 849.987-2). One copy signed by us will be 
returned for your files. 

6. Government office in charge. The fol¬ 
lowing Government office is in charge of the 
settlement of the prime contract: 


Name of Office Name of Contracting 

Officer 


Address 


7. Acknowledgment of notice. Please ac¬ 
knowledge receipt of this Notice and indicate 
intent to file or not to file a claim as shown 
below. 


Enclosures: 


By. 


Name of Contractor 
""Title"’ 


ACKNOWLEDGMENT OF NOTICE AND INTENT TO 
FILE OR NOT TO FILE A CLAIM 

The undersigned acknowledges receipt of a 
signed copy of the foregoing Notice on_ 


__ 194._ and [strike out whichever 

U inapplicable! { intend} to flIe a 

termination daim. Two copies of this Notice, 
both signed, are herewith returned. 


rjTR 944.2] 


By 


Name of Subcontractor 
Title”.. 


§ 849.944-3 Instructions for use by 
prime contractors in terminating fixed- 
price (lump sum) supply subcontracts. 
Instructions in substantially the follow¬ 
ing form are recommended for use by 
prime contractors in terminating fixed- 
price (lump sum) supply subcontracts. 
This recommended form of instructions 
should be sent to prime contractors along 
with their own letter notice of termina¬ 
tion. 


INSTRUCTIONS TO SUBCONTRACTORS HOLDING 
TERMINATED FIXED-PRICE (LUMP SUM ) SUPPLY 
SUBCONTRACTS 


1. Introductory. These Instructions sum¬ 
marize your principal rights and obligations 
arising out of the termination of your sub¬ 
contract. They are based upon the Contract 
Settlement Act of 1944 and Government reg¬ 
ulations issued under the Act. For more 
complete details on matters covered by these 
Instructions and for information on matters 
not covered by these Instructions, you should 
consult the Joint Termination Regulation. 
Issued by the War and Navy Departments, 
which may be obtained by war contractors 
free of charge from the Joint Army-Navy 
Termination Regulation Distribution Office. 
6tli Floor, 90 Church Street, New York City. 

2. Action to be taken on receipt of notice. 
Immediately upon receipt of your Notice of 
Termination, you should: 

(a) Stop all work, make no further ship¬ 
ments, and place no further orders in con¬ 
nection with your subcontract (or order) 
except (1) to the extent necessary to perform 
any portion thereof not terminated by the 
Notice, or (2) to the extent that you may 
wish to retain and continue any work in 
process or other materials for your own 
account, or (3) to the extent the Contracting 
Officer authorizes you to corltinue work-in- 
process for reasons of safety, or to clear (or 
avoid damage to) equipment or to avoid im¬ 
mediate complete spoilage of work-in-process 
having a definite commercial value, or other¬ 
wise to prevent undue loss to the Govern¬ 
ment. (If you bellfeve the authorization re¬ 
ferred to in subparagraph (3) above is neces¬ 
sary or advisable, you should immediately 
notify the responsible Contracting Officer of 
the Government by telephone or personal 
conference and obtain instructions. 

You should keep adequate records of your 
compliance with this paragraph 2 (a) show¬ 
ing (I) the date you received your Notice of 
Termination, (ii) the effective date of such 
termination, and (iii) the extent of comple¬ 
tion of performance on such effective date. 

(b) Give notice of such termination to each 
of your immediate subcontractors (including 
suppliers) who will be affected thereby. In 
such notice you should (1) give him the 
number of the terminated prime contract. 
(2) state that it has been terminated [or 
partially terminated) for the convenience of 
the Government, (3) give him the name and 
address of the Contracting Officer, as set forth 
in your Notice of Termination, (4) Instruct 
him to stop ail work, to make no further 
shipments, to place no more orders, and to 
terminate all subcontracts, in connection 
with his subcontract with you (subject to 
the same exceptions stated in paragraph 2 
(a)), (5) direct him to submit his settle¬ 
ment proposal promptly in order to speed up 
settlement of his termination claim, and (6) 
request him to give similar notice and in- 






















FEDERAL REGISTER, Wednesday, May 9, 1945 


5277 


structlons to his immediate subcontractors. 
(The form of any notice of termination sent 
by you and by any subcontractor of a lower 
tier should follow closely the form of your 
Notice of Termination, with only those 
changes required by the facts of a particular 
case.) 

(c) Notify us of the number of articles 
completed under your subcontract and ar¬ 
range with us for their delivery or other dis¬ 
posal. All completed articles, accepted and 
delivered after the effective date of termina¬ 
tion, will be treated as articles delivered 
under your subcontract. They should, there¬ 
fore. be invoiced in the usual way and. not in¬ 
cluded in your termination claim. 

3. Settlement with your subcontractors. 
You are requested to settle with all of your 
immediate subcontractors without deViy. In 
general, the policies and procedures appli¬ 
cable to our settlement with you apply to 
your settlements with your subcontractors. 

(a) Settlements under $1,000. Where an 
immediate subcontractor submits to you a 
settlement proposal properly made out on 
Standard Form la of the Office of Contract 
Settlement (i. e., a proposal which involves 
less than $1,000 after deducting property 
disposal credits) you are authorized, without 
further action by the Government or by us, 
to make a final settlement with such subcon¬ 
tractor. 

(b) Other settlements. Each settlement 
of $10,000 and over with a subcontractor of 
any tier must be separately approved by the 
Government. In computing the size of a set¬ 
tlement for purposes of this paragraph, you 
should deduct (from the gross settlement) 
amounts payable for completed articles or 
work at the contract price and subcontract 
claims, but not disposal credits. Any set¬ 
tlement under $10,000 may be required to 
be submitted to the Government for ap¬ 
proval or ratification; unless such settle¬ 
ments are so required to be separately sub¬ 
mitted, they will be approved as a part of 
your own settlement. Notwithstanding the 
foregoing, if you have received an authoriza¬ 
tion to make final settlements of your sub¬ 
contracts, any settlements made pursuant to 
the authorization will be recognized by the 
Government as final and conclusive for the 
purpose of settling the prime contract to 
which such subcontracts are allocable. 

(c) Any settlement, even though final, may 
be examined by Government accounting per¬ 
sonnel and termination inventory thereunder 
may be Inspected by Government Inspectors. 

4. Disposal of termination inventory —(a) 
General policy . You are strongly urged to re¬ 
tain your inventory or to dispose of it. Such 
retention or sale must be subject to regula¬ 
tions of the War Production Board and to 
applicable price regulations. 

(b) Preparation of inventory schedules. 
Where your settlement proposal is for less 
than $1,000 and properly submitted on Form 
la. you need not submit separate inventory 
schedules. Otherwise, your inventory should 
be listed on the Inventory Schedules pre¬ 
scribed for all fixed-price war supply con¬ 
tractors by the Office of Contract Settlement 
(Standard Forms 2a. 2b, 2c and 2d). 

(c) Items disposed of at cost and items 
costing less than $100. In general, without 
further approval (i) you may retain or sell 
any items listed on your inventory schedules, 
at their cost as shown thereon; and (il) you 
may retain or sell any item whose cost as 
listed does not exceed $100, Provided, That 
the aggregate cost of all items so retained or 
sold does not exceed $5,000 or 20 percent of 
your inventory cost, whichever is less. 

(d) Claims under $10,000. Subject to the 
provisions of subparagraph (e) below, where 
your claim (based on your own charges and 
estimated if necessary) Is under $10,000, you 
may sell, retain, or otherwise finally dispose 
of any item of termination inventory, subject 
only to our approval unless the sale is to us 
or unless you are affiliated with us. In com¬ 


puting the size of your claim for purposes of 
this paragraph, you should deduct (from your 
gross claim) amounts payable for completed 
articles or work at the contract price and 
subcontract claims, but not disposal credits. 
In the absence of fraud, any such retention, 
sale or other disposition will be accepted by 
the Government as final and conclusive. 

In the case of your immediate subcontrac¬ 
tors, you may approve the sale, retention or 
other disposition of their termination inven¬ 
tory upon the same terms as those stated in 
this paragraph. 

(e) Completed articles and material treated 
as termination inventory; abandonment of 
worthless property. The authority outlined 
herein does not include (1) the authority to 
retain or sell, or to approve retentions or 
sales of, completed articles not delivered un¬ 
der the contract and material treated as 
termination inventory in accordance with 
§ 844.400-2 of the Joint Termination Regula¬ 
tion, unless the cost of such articles and such 
material to be retained or sold and the 
amount of the subcontractor's termination 
claim, computed according to § 841.122 of the 
Joint Termination Regulation, total less than 
$10,000; or (ii) the authority to abandon or 
discard, or to approve abandonment or dis¬ 
carding of, worthless property without the 
approval of the contracting officer (in the 
case of the Navy, the local NMR&DA officer) 
or disposal board, required by § 844.453-3 of 
the Joint Termination Regulation. 

(f) Other dispositions. Other dispositions 
of termination inventory should be approved 
by the Contracting Officer or authorized Navy 
representative. 

6. Plant clearance —(a) The 60-day period. 
In order to arrange for plant clearance, you 
may from time to time submit inventory 
schedules to the Contracting Officer or your 
Navy material inspector (with a copy to us) 
on the Standard Forms above mentioned 
(Forms 2a. 2b, 2c and 2d). These schedules 
will constitute your statement showing the 
materials claimed to be termination inven¬ 
tory which, if not otherwise disposed of prior 
to settlement, you desire to have removed 
by the Government from your plant. The 
obligation of the Government under the Con¬ 
tract Settlement Act of 1944 to remove or 
arrange for storage of any items of termina¬ 
tion inventory will not arise until sixty days, 
or such longer time as may be agreed, from 
the time when these schedules containing a 
listing of such items are filed with the Con¬ 
tracting Officer or your Navy material inspec¬ 
tor in accordance with applicable instruc¬ 
tions. in satisfactory form, and with the 
required certificate. 

(b) Contractor's right to remove and 
store. If for any reason the Government 
does not, within such sixty-day period (or 
longer as agreed on), either remove such 
materials or enter into an agreement with 
you for their storage, you may at any time 
thereafter (using reasonable care in trans¬ 
portation and preservation) remove and 
store them for the account and at the risk 
and expense of the Government. You may 
do so, however, only if you have first de¬ 
livered to the Contracting Officer or your 
Navy material inspector, (1) 20 days’ notice 
in writing of the date fixed for removal and 
(2) a statement showing the quantities and 
condition of the materials so to be removed, 
certified to represent a concurrent physical 
Inventory. At any time after the effective 
date of termination, you are authorized to 
remove and store at your own expense and 
risk any items of termination Inventory. 

6. Removal of facilities. It is the policy 
of the Government, in accordance with the 
provisions of section 12 (g) of the Contract 
Settlement Act of 1944 and General Regula¬ 
tion 4 of the Director of Contract Settlement, 
dated 28 September 1944, to provide for the 
orderly and expeditious removal from private 
plants of Government-owned machinery, 
tools, and equipment which are no longer 


required for war production or for the na¬ 
tional defense. If you have any such plant 
equipment In your plant, you should notify 
the Contracting Officer who will advise you 
of the details cf the procedure which has been 
established under General Regulation 4 
above, to provide for removal or storage. 

7. Interim financing. It is the policy of the 
Government, pending the settlement of your 
claim, to provide you with adequate interim 
financing, within 30 days after proper appli¬ 
cation. Such financing may be effected by 
one or more of the following methods: 

(a) A new simplified type of guaranteed 
T Loan, solely for use on termination, is now 
available; 

(b) For contractors still in war production 
guaranteed V Loans may be arranged; 

(c) Contractors will be given liberal par¬ 
tial payments while their terminated con¬ 
tracts are in process of settlement, which may 
be either (1) immediate payments based on 
an estimate of the amount due, or (2) cost- 
supported payments based on a statement of 
costs; 

(d) Advance payments authorized prior 
to termination may, where the agreement so 
provides, be used with the approval of the 
Contracting Officer, or the Finance Division, 
OP&M, for the Navy Department, to pay for 
items Included In your termination claim. 

Further Information may be secured from 
the Contracting Officer and may be found in 
the Joint Termination Regulation, Part 843. 

8. Delay in filing claim ; improper filing. 
Under the Contract Settlement Act of 1944 
interest on a termination claim is not pay¬ 
able during the period of any unreasonable 
delay in settlement caused* by the Contractor. 
Failure to file your claim in the proper form 
within 60 days after the date fixed for ter¬ 
mination may suspend the accrual of interest 
thereafter until the claim is properly filed. 
Failure to file your claim properly will also 
substantially delay its allowance. In pre¬ 
paring it, you should remember that its al¬ 
lowance will normally create a cost to be re¬ 
imbursed to the prime contractor by the Gov¬ 
ernment; that your statement of costs may 
be subject to Government examination; and 
that any items listed on your inventory 
schedules may be subject to Government in¬ 
spection. No charges will be allowed you to 
the extent that they are found to have re¬ 
sulted from your failure to take action, pur¬ 
suant to your Notice of Termination or these 
Instructions, within a time which was reason¬ 
able under all the circumstances. 

9. Effective date of termination and date 
fixed for termination. The terms ‘'effective 
date of termination” and "date fixed for ter¬ 
mination” mean the date upon which your 
notice of termination first requires you (1) 
to reduce or stop deliveries under your con¬ 
tract, or. (2) if no deliveries are being made 
or are called for under the contract, to reduce 
or atop performance under the contract. 
Payment of interest, if any. on your termina¬ 
tion claim will be calculated by reference to 
this date. 

10. Pending legal proceedings. You should 
notify us of any pending legal proceedings 
which relate to any subcontracts or purchase 
orders under your terminated subcontract or 
which have resulted In or which are intended 
to obtain, a lien or encumbrance on any ter¬ 
mination inventory other than termination 
inventory you propose and are authorized to 
retain or dispose of. 

11. Destruction of records. The Contract 
Settlement Act of 1944, Section 19 (a), makes 
it a crime, punishable by fine and imprison¬ 
ment, to destroy wilfully, within a period ex¬ 
tending for at least five years after the end 
of the war, (a) any records of a war contrac¬ 
tor which relate to a war contract of $25,000 
or tnore, or (b) any records of a war con¬ 
tractor or purchaser which relate to termina¬ 
tion inventory involving $5,000 or more. The 
Act also imposes severe penalties for false and 
fraudulent statements made in connection 
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with the settlement and payment of termina¬ 
tion claims. 

12. Incorporation of “Approved Temination 
Provision”. The Government has issued a 
standard form of contract article called •’Ap¬ 
proved Termination Provision for Use In 
Fixed-Price Orders or Subcontracts for the 
Manufacture of Supplies under Government 
War Contracts”. (This form appears in the 
Joint Termination Regulation. § 849.936.) 
This provision embodies Government policy 
on termination of fixed-price subcontracts. 
If your subcontract does not contain the 
provision, you may raise with us the ques¬ 
tion of amending your subcontract to in¬ 
clude it. 

13. Contracting officer. The Contracting 
Officer means the Government officer in 
charge of the settlement of the prime con¬ 
tractor’s claim. In most cases he will act 
through, and be assisted by, members of his 
staff, who may Include material inspectors, 
disposal officers, accountants, and other tech¬ 
nical experts. In the Navy Department, Navy 
material inspectors, 1 act as general represen¬ 
tatives of Navy Contracting Officers in the 
field. You should consult us for advice and 
assistance in termination matters. Where 
necessary, however, the Contracting Officer 
or your Navy material Inspector is also avail¬ 
able to help you. 

14. Modification of instructions. The di¬ 
rections in your Notice of Termination and 
these Instructions may be modified from time 
to time. 

t JTR 944.3J 

SUBPART E —FORMS RELATING TO INTERIM 
FINANCING 

§ 849.950 Scope. This subpart con¬ 
tains forms, instructions and explanatory 
notes to forms, relating to guaranteed 
loans and partial payments in connec¬ 
tion with termination. I JTR 950] 

§ 849.951 Forms for 1944 V-Loan 
Guarantee Agreement and explanatory 
notes. (JTR 951J 

§ 849.951-1 Form of agreement. 
TJTR 951.1] 

Note: Forms printed in the Federal Reg¬ 
ister are for information only and do not 
follow the exact format prescribed by the 
Issuing agency. 

Form of September 15, 1944 

1944 V-Loan Guarantee Agreement 

No..—. 

The War Department of the United States, 
Navy Department of the United States. 
United States Maritime Commission (herein 
called “Guarantor”), acting through the Fed¬ 
eral Reserve Bank of_as fiscal 

agent of the United States, and the Financing 
Institution, as hereinafter defined, hereby 
agree each with the other as follows: 

Section 1. Definitions. As used in this 
agreement: 

(A) The words “Financing Institution’' 
shall mean- 


(B) The word “Borrower” shall mean_ 


{Name) 


the said Borrower being engaged in a busi¬ 
ness or operation which is deemed by the 
Guarantor to be necessary, appropriate or 
convenient for the prosecution of the war. 


1 The term “Navy material inspector” in¬ 
cludes an Inspector of Naval Material, a 
Naval Inspector of Ordnance, a Supervisor of 
Shipbuilding, a Naval Inspector of Machinery, 
a Bureau of Aeronautics Representative, and 
mi Officer in Charge of Construction. 


(C) The word6 “the loan" shall mean a 
financing arrangement between the Financ¬ 
ing Institution and the Borrower, the terms 
and conditions of which are briefly described 
as follows: 

(The description of the loan shall include 
the following items in the following order: 
Type of loan (straight loan or revolv¬ 
ing credit), principal amount (maximum 
amount of credit in the case of a credit), 
interest rate, and maturity (latest maturity 
in the case of a credit). Provisions as to col¬ 
lateral and other protective provisions pre¬ 
scribed by the Guarantor should also be de¬ 
scribed here, or, if preferred, by referring to 
an annexed loan agreement or other similar 
instrument; but the terms and the provisions 
of such agreement or instrument should not 
be made a part of or incorporated in the 
guarantee agreement.) 


(D) The word “obligation” shall mean the 
instrument or instruments evidencing the 
Borrower’s indebtedness under the loan and 
any renewals or extensions thereof. 

(E) The term "guaranteed percentage” 

shall mean (1) --per cent, or 

(2) the percentage specified above as in¬ 
creased by an adjustment thereof under sec¬ 
tion 8 or section 9 of this agreement. 

<F) The term “unguaranteed percentage” 
shall mean the difference between 100 per 
cent and the guaranteed percentage. 

(G) The words "collateral for the loan" 
shall mean all collateral or security specified 
in the description of the loan under para¬ 
graph (C) of this section or taken or accepted 
in substitution for such specified collateral or 
security, and any collateral or security here¬ 
after taken or accepted for the specific pro¬ 
tection of the loan. 

(H) The words “interest in the obligation” 
shall mean the amount of the obligation 
owned by the Guarantor or by the Financing 
Institution, as the case may be. 

(I) The word “Holder” shall mean the 
party to this agreement which has posses¬ 
sion of the obligation and shall be deter¬ 
mined in accordance with the provisions of 
sections 4 and 10 of this agreement. 

(J) The words “Reserve Bank" shall mean 

the Federal Reserve Bank of- 

as fiscal agent of the United States acting on 
behalf of the Guarantor in accordance with 
the provisions of Executive Order No. 9112 of 
March 26. 1942, and as applicable provisions 
of law 

(K) A “war production contract” shall 
mean any contract (other than a contract 
solely for the construction or acquisition of 
facilities to be used by the Borrower) made 
or order accepted by the Borrower for the 6ale 
or furnishing by the Borrower of materials, 
equipment, supplies, facilities, or services or 
for the processing or treatment by the Bor¬ 
rower of materials, which (a) constitutes a 
prime contract with the War Department, 
Navy Department, or Maritime Commission 
or (b) constitutes a contract made or order 
accepted by the Borrower to aid directly or 
indirectly in the performance of any prime 
contract with any of said Government 
agencies. 

Sec. 2. Guarantee as to sharing of losses 
and expenses. (A) All losses of principal 
and interest on the loan, and all expenses as 
defined in paragraph (D) of this section, shall 
be shared ratably by the Guarantor and the 
Financing Institution in accordance with the 
guaranteed percentage and the unguaranteed 
percentage, respectively, as such losses, ex¬ 
penses and percentages exist on the date of 
settlement between the Financing Institution 
and the Guarantor, regardless of whether or 
not any purchase has been made under this 
agreement. 

(B) The date of settlement between the 
Financing Institution and the Guarantor 


shall be such date as may be agreed upon by 
the parties or, if no such date is agreed upon, 
the thirtieth day after the date on which 
either party to this agreement receives from 
the other party a written request for such 
settlement, but no such request will be made 
by the Guarantor prior to maturity nor prior 
to the time when the amount of the ultimate 
losses and expenses appears to be determin¬ 
able with reasonable certainty. 

(C) In determining losses under paragraph 
(A) of this section, all amounts which, on the 
date of settlement, have not been paid shall 
be regarded as losses even though they may 
appear to be recoverable thereafter. All net 
recoveries realized after the date of settle¬ 
ment. from whatever source realized, shall be 
shared ratably by the Guarantor and the 
Financing Institution on the basis prescribed 
in this section. 

(D) For the purposes of this section, ex¬ 
penses shall mean all reasonable out-of- 
pocket expenses (Including reasonable coun¬ 
sel fees incurred by the Financing Institution 
or the Reserve Bank prior to but not after any 
purchase under this agreement) which relate 
to the enforcement of the loan or the preser¬ 
vation of the collateral and which are In¬ 
curred during the period of any default in the 
payment of principal or interest, and which 
have not been recovered from the Borrower. 

Sec. 3. Agreement to purchase. (A) Upon 
written demand or demands made by the 
Financing Institution on the Reserve Bank 
at any time prior to the date of settlement 
between the Guarantor and the Financing 
Institution, the Guarantor will purchase from 
the Financing Institution, on the tenth 
(10th) day after the receipt by the Reserve 
Bank of such a demand, the guaranteed per¬ 
centage of the unpaid principal amount of the 
loan, less any amounts which have been pre¬ 
viously purchased by the Guarantor under 
any provision of this agreement and have not 
been repaid. Such purchases will be made by 
the Guarantor from time to time either as a 
whole or in such portions as may be demanded 
in writing as above specified. 

(B) Any purchase by the Guarantor pur¬ 
suant to any provision of this agreement shall 
be made at the Reserve Bank, and the amount 
that the Guarantor shall pay shall be the face 
amount of the portion of the unpaid prin¬ 
cipal amount of the obligation so purchased, 
as of the date of the demand, plus all unpaid 
accrued Interest on such portion, with appro¬ 
priate adjustment for guarantee fees, com¬ 
puted as of the date of purchase. Such pur¬ 
chase shall be made for cash, except that if 
the Guarantor owns an interest in any obliga¬ 
tion which has been issued under a revolving 
credit arrangement and if. at or before the 
maturity of such obligation, the Reserve Bank 
receives written demand from the Financing 
Institution for the purchase of the same or 
a lesser amount of a new obligation to be 
Issued in place of such maturing obligation, 
payment for the portion of the new obliga¬ 
tion purchased pursuant to such demand will 
be made by the Guarantor by surrendering, at 
or before maturity, its interest in the matur¬ 
ing obligation, in the amount of the demand 
by the Financing Institution and without re¬ 
gard tp the ten day period specified in para¬ 
graph (A) of this section. 

Sec. 4. Administration of loan and posses¬ 
sion of obligation and collateral. (A) Prior 
to any purchase under this agreement, the 
Financing Institution shall administer the 
loan and shall hold the obligation and the 
collateral for the loan. Whenever the Guar¬ 
antor becomes the owner of any part of the 
loan under this agreement, the Financing 
Institution shall continue to administer the 
loan and to hold said obligation and col¬ 
lateral, and shall forthwith deliver to the Re¬ 
serve Bank a certificate reciting that the 
Financing Institution holds said obligation 
and collateral for the account of the Guar¬ 
antor to the extent of the Guarantor’s In¬ 
terest therein. In any such case, however, 
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upon written demand by the Reserve Bank, 
the Financing Institution shall forthwith en¬ 
dorse the obligation to the Reserve Bank 
without recourse or warranty and shall as¬ 
sign the collateral (or its interest therein if 
such collateral cannot be assigned because it 
is held for the account of more than one 
Financing Institution) to the Reserve Bank 
without recourse or warranty, except as to the 
genuineness of the signature of the Borrower 
to any Instrument, and shall forthwith de¬ 
liver to the Reserve Bank possession of the 
obligation and of the collateral (or an as¬ 
signment of its interest therein as above pro¬ 
vided). Thereupon the Reserve Bank shall 
issue to the Financing Institution a certifi¬ 
cate reciting that the Reserve Bank holds said 
obligation and collateral for the account of 
the Financing Institution to the extent of 
the Financing Institution’s interest therein. 
Thereafter the Guarantor, through the agency 
of the Reserve Bank, shall administer the 
loan and shall hold said obligation and col¬ 
lateral for the account of the Guarantor and 
the Financing Institution as their interests 
in the obligation may appear. The Guar¬ 
antor and the Financing Institution shall at 
all times during the existence of this agree¬ 
ment have the right to examine and Inspect 
said obligation and collateral. 

(B) Whenever the Guarantor becomes the 
Holder of the obligation, the Financing In¬ 
stitution will at any time at the written re¬ 
quest of the Guarantor furnish to the Guar¬ 
antor such instruments as may be reasonably 
necessary or appropriate to enable the Guar¬ 
antor to administer the loan and enforce the 
obligation and collateral for the loan in ac¬ 
cordance with the terms of the loan. 

(C) Nothing contained in this or any other 
section of this agreement shall be construed 
to prevent the Financing Institution from 
offering the obligation as collateral for ad¬ 
vances by a Federal Reserve Bank, if such ob¬ 
ligation Is otherwise eligible and acceptable 
ns collateral for such advances. 

Sec. 5. Ratable application of collections. 
All amounts at any time paid or credited on 
the obligation, from whatever source realized, 
shall be applied ratably for the benefit of the 
Financing Institution and the Guarantor ac¬ 
cording to their respective interests in the 
obligation. All amounts so paid or credited 
upon the obligation after the date of a de¬ 
mand by the Financing Institution or the 
Guarantor, as the case may be, for a pur¬ 
chase under this agreement and prior to the 
date of such purchase shall be applied as 
above provided according to such respective 
Interests of the Guarantor and the Financ¬ 
ing Institution as such interests exist imme¬ 
diately after such purchase. The Holder gf 
the obligation and collateral shall receive all 
payments from the Borrower in connection 
with the obligation and shall promptly remit 
to the other party to this agreement such 
other party’s share thereof. 

Sac. 6. Application of proceeds of collateral 
and other assets. (A) There shall first be 
applied to the full payment of the loan before 
they are applied to the payment of other 
indebtedness of the Borrower to the Financ¬ 
ing Institution: (1) All proceeds of any 
collateral for the loan; and (2) all proceeds 
of accounts receivable and of inventories (in¬ 
cluding finished products and work in proc¬ 
ess) arising under the Borrower’s war pro¬ 
duction contracts, to the extent that such 
accounts receivable or inventories are taken 
or appropriated by the Financing Institution, 
except war production contracts under which 
claims may heretofore have been, or may with 
the written consent of the Guarantor here¬ 
after be, specifically assigned to the Financing 
Institution as security solely for other in¬ 
debtedness of thd* Borrower to the Fia^nclng 
Institution. If any funds on deposit, or other 
amounts payable to the Borrower by the Fi¬ 
nancing Institution, or other assets of the 
Borrower (except those described in clause 
(2) above) which are not specifically pledged 


as security for any indebtedness shall be 
taken or appropriated by the Financing Insti¬ 
tution, the Financing Institution shall apply 
such funds and the proceeds of such other 
assets pro rata against the then unpaid bal¬ 
ance of the loan and the then unpaid balance 
of such other indebtedness of the Borrower 
to the Financing Institution. Funds on de¬ 
posit, amounts payable, and other assets shall 
not be considered to be specifically pledged 
for any indebtedness, within the meaning of 
this section, if the right of the Financing 
Institution to apply the proceeds thereof to 
such indebtedness exists only by virtue of 
the right of banker’s lien or setoff or only by 
virtue of a ‘’spreader”, “overlap” or "cross- 
lien” provision in any note or loan agreement. 

(B) There shall first be applied by the 
Guarantor to the full payment of the loan, 
before they are applied to the payment of 
other indebtedness of the Borrower to the 
Guarantor, all proceeds obtained by the Guar¬ 
antor from: (1) accounts receivable and in¬ 
ventories (including finished products and 
work in process) arising under the Borrower’s 
war production contracts, and (2) any right 
of priority accruing to the Guarantor on ac¬ 
count of any claim by the Guarantor against 
the Borrower, and (3) any right of setoff in 
respect of amounts pue to the Borrower on 
any war production contract (except a right 
of setoff arising out of a claim under the 
same contract): except that the foregoing 
shall not apply to any pledge, lien, or other 
security taken by the Guarantor as collateral 
for an advance payment or loan by the Guar¬ 
antor to the Borrower. 

Sec. 7. Actions as to obligation or collat¬ 
eral. The Holder shall not, without the prior 
written consent of the other party to this 
agreement, (a) make or consent to any ma¬ 
terial alteration in the terms of the loan or 
collateral for the loan; (b) make or consent 
to any release, sale, transfer, further pledge, 
subordination or substitution of any of said 
collateral for the loan; or (c) give any con¬ 
sent or waiver under any provision of the 
loan restricting the use of funds of the Bor¬ 
rower. However, the consent of the other 
party shall not be necessary with respect to 
any release or substitution of such collateral 
required or Authorized by the terms of the 
loan as such terms are described in para¬ 
graph (C) of section 1 of this agreement or 
in any instrument referred to therein, and 
no notice of any such action need be given to 
the other party. The Holder, unless prior 
objection thereto shall have been made in 
writing by the other party, may extend the 
term of the loon, but, without the prior writ¬ 
ten consent of the other party, not more than 
once and for not more than sixty (60) days; 
but notice of any such extension shall 'be 
thereafter promptly transmitted to the other 
party. The taking of additional collateral or 
security shall not be considered a material 
alteration in the terms of the loan or col¬ 
lateral for the loan. 

Sec. 8. Refusal of guarantor to consent to 
accelerated maturity. The Financing Insti¬ 
tution. if it be the Holder, shall not exercise 
any option to accelerate the maturity of the 
obligation without the prior written consent 
of the Guarantor. If such an option exists 
(whether or not conditioned upon the giving 
of notice to the Borrower) on the part of the 
Holder to accelerate the maturity of the obli¬ 
gation and (a) the Guarantor falls to give 
its written consent, within ten (10) days 
after the Reserve Bank shall have received a 
written request from the Financing Institu¬ 
tion to do so, to the acceleration of the ma¬ 
turity of the obligation or (b) if the Guaran¬ 
tor be the Holder and does not, within ten 
(10) days after the Reserve Bank shall have 
received a written request from the Financ¬ 
ing Institution that the Guarantor do so, 
initiate appropriate action to accelerate the 
maturity of the obligation, the guaranteed 
percentage shall thereupon, in either event, 
effective ten (10) days after the receipt of 


such request, be 100 per cent. The Guaran¬ 
tor may. after giving notice to the Financing 
Institution, exercise any option to accelerate 
the maturity of the obligation without ob¬ 
taining the consent of the Financing Institu¬ 
tion, and the loan shall so provide. 

Sec. 9. Failure to sue or consent to suit. 
The Financing Institution, if it be the Holder, 
shall not, without the prior written consent 
of the Guarantor, bring suit to enforce pay¬ 
ment of the obligation or any Instalment 
thereof, or directly or Indirectly institute 
bankruptcy, receivership or insolvency pro¬ 
ceedings against the Borrower, or foreclose on 
or otherwise enforce realization of the col¬ 
lateral by exercise of a power of sale or by 
legal proceedings; but the Guarantor, if It 
be the Holder, after giving notice to the 
Financing Institution, may take any action 
specified in this sentence without obtaining 
the consent of the Financing Institution. If 
at any time all or any portion of the prin¬ 
cipal or Interest of said obligation is due and 
unpaid and (a), while the Financing Insti¬ 
tution is the Holder, the Guarantor falls to 
give its written consent within ten (10) days 
after the Reserve Bank shall have received 
a written request from the Financing Insti¬ 
tution to do so, to the taking of any action 
specified in the preceding sentence or (b) 
if the Guarantor be the Holder and doe3 not, 
within thirty (30) days after the Reserve 
Bank shall have received a written request 
from the Financing Institution that the 
Guarantor take action as aforesaid, take the 
action requested or one of the other steps 
specified in the preceding sentence, the guar¬ 
anteed percentage shall thereupon in either 
event, effective ten (10) days or.thirty (30) 
days, as the case may be, after the receipt of 
such request, be 100 per cent. 

Sec. 10. Voluntary purchase by Guarantor. 
Whenever the Guarantor elects. It may pur¬ 
chase, and the Financing Institution shall 
sell to it, the guaranteed percentage of the 
unpaid principal amount of the.obligation, 
less any amounts which have been previously 
purchased by the Guarantor under any pro¬ 
vision of this agreement and have not been 
repaid; but no such purchase 6hall be made 
except ninety (90) days or more after the 
original advance on the loan or shall become 
effective until ten (10) days (or such lesser 
period as the Guarantor may specify) after 
the Guarantor shall have sent to the Financ¬ 
ing Institution a demand for such purchase 
by telegram or registered mall. In the event 
of any purchase under this section, the 
Guarantor shall, at the request of the Financ¬ 
ing Institution, or may, at its own option, Im¬ 
mediately become the Holder in the manner 
provided in section 4 without the written de¬ 
mand therein specified. 

Sec. 11. Reports as to Borrower's condition. 
The Holder shall promptly notify the other 
party of any default in the payment of prin¬ 
cipal, or of any default which shall continue 
for ten (10) days in the payment of Interest, 
on the part of the Borrower. As long as the 
Financing Institution has any interest in the 
loan, each party shall notify the other party 
of any other default on the part of the Bor¬ 
rower in connection with the loan, or of any 
unfavorable change In the financial condition 
or in the business of the Borrower or in the 
collateral for the loan, of which such party 
has acquired actual knowledge In connection 
with the administration of said loan and 
which in its opinion at the time is material. 
The Financing Institution shall, upon the re¬ 
quest of the Reserve Bank, furnish to the 
Reserve Bank any other information relating 
to the financial condition of the Borrower 
and the progress of the loan which it has ac¬ 
quired in connection with the administration 
of said loan. 

Sec. 12. Fees payable to guarantor. The 
Financing Institution Bhall pay to the Re¬ 
serve Bank at the end of each monthly or 
quarterly period, as fixed by the Reserve 
Bank, an amount equal to_per cent of 
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any Interest payable by the Borrower on the 
average dally amounts of that part of the 
unpaid principal of the obligation which the 
Guarantor was obligated during such period 
to purchase upon demand of the Financing 
Institution. 

Sec. 13. Effect of violation of agreement. 

(A) If the Financing Institution shall vio¬ 
late, or fail to comply with, any of the terms 
of this agreement or any of the terms or Con¬ 
ditions of the loan or shall through gross 
negligence make a material misrepresenta¬ 
tion of fact in the application therefor, or in 
anything constituting a pa^t of the applica¬ 
tion, It shall become liable to the Guarantor 
In an amount equal to the damages sus¬ 
tained by the latter by virtue of such viola¬ 
tion, failure to comply, or misrepresenta¬ 
tion; but the Guarantor shall not be re¬ 
lieved by such violation, failure to comply, 
or misrepresentation from any of its obli¬ 
gations to the Financing Institution under 
the terms of this agreement. 

(B) In the absence of gross negligence on 
the part of the Financing Institution: 

(1) No invalidity or ineffectiveness of any 
collateral or of any assignment thereof ac¬ 
cepted by the Financing Institution; and 

(2) No action or omission to act on the 
part of the Financing Institution In reliance 
on a statement or certificate signed by an 
appropriate officer or member of the Borrower 
with respect to the financial condition, busi¬ 
ness or operations of the Borrower or the 
purpose for which funds of the Borrower 
have been or are Intended to be used; 

shall constitute a violation of, or failure to 
comply with, any of the terms of this agree¬ 
ment or any of the terms or conditions of the 
loan on the part of the Financing Institu¬ 
tion. No invalidity of any provision of the 
loan agreement (or other similar Instru¬ 
ment), if any, referred to herein, arising 
from statute or decision of any court, shall 
In any way relieve the Guarantor hereunder. 

Sec. 14. Interpretation of agreement. (A) 
Tills agreement constitutes the entire con¬ 
tract between the Guarantor and the Financ¬ 
ing Institution, and no claim of waiver, modi¬ 
fication, consent, or acquiescence with respect 
to any of the provisions of this agreement 
shall be made against either party except on 
the basis of a letter or other written instru¬ 
ment executed by or on behalf of such party. 

(B) No provision of the loan agreement (or 
other similar Instalment), if any, shall in¬ 
crease, limit or vary the rights or obligations 
of the Financing Institution, the Guarantor 
or the Borrower under this agreement. 

Sec. 15. Prohibition against assignment. 
This agreement shall not be assignable by 
either party, but this shall not prevent the 
Financing Institution from granting to other 
financing institutions participations in the 
obligation. Provided, however. That the Guar¬ 
antor shall recognize and deal only with the 
Financing Institution. 

Sec. 16. Officials ?t ot to benefit. No mem¬ 
ber of or delegate to Congress or resident com¬ 
missioner shall be admitted to any share or 
part of this contract or to any benefit that 
may arise therefrom, but this provision shall 
not be construed to extend to this contract 
if made with a corporation for its general 
benefit. 

In witness whereof, the parties have caused 
this agreement to be executed on their behalf 

by their duly authorized agents this- 

day of__ 194.., 

War Department of the United States. 

Navy Department of the United States, 

United States Maritime Commission 

[seal] 

By Federal Reserve Bank of- 

As fiscal agent of the United States 

By.. 

(Name) (Title) 


(Financing Institution) 


By.-. 

(Name) (Title) 

Attest: 


(Name) (Title) 

[JTR 951.11 

§ 849.951-2 Explanatory notes to 1944 
V-Loan Guarantee Agreement . 

Form of September 15, 1944 

Explanatory Notes with Respect to the 1944 
V-Loan Guarantee Agreement 

1. The Guarantee Agreement is Issued pur¬ 
suant to the authority contained in the First 
War Powers Act, 1941, Executive Order 9112, 
the Act of June 11, 1942 (56 Stat. 351). the 
Contract Settlement Act of 1944, and other 
pertinent provisions of law. 

2. Generally the Guarantee Agreement is 
to be used only in cases where a Borrower is 
engaged in war production and has a present 
need for funds to finance such war produc¬ 
tion. The Borrower may obtain termination 
protection to the extent that the Financing 
Institution agrees to permit borrowings 
against cancelled war production contracts. 
If a Borrower shows the need of borrowings 
for production purposes as well as for releas¬ 
ing working capital on terminated contracts 
or on the terminated portions of contracts, 
the borrowings will ordinarily be limited only 
by the loan formula and the maximum 
amount of the credit. Where a Borrower 
shows no need for borrowing for production 
purposes other than to purchase tax notes. 
V-Loan financing will not generally be made 
available. 

3. The form of 1944 V Guarantee Agreement 
is to be standard in all cases. In appropriate 
circumstances, however, the definition of 
“war production contract” contained in sec¬ 
tion 1 (K) may be varied after submission of 
the matter to Washington for approval. No 
other special provision or condition modify¬ 
ing the guarantee agreement will be per¬ 
mitted in any circumstances except after 
Joint consultation between the guaranteeing 
agencies. 

4. It is contemplated that there will usually 
be a Loan Agreement between the Borrower 
and the Financing Institution and that each 
Loan Agreement will contain a borrowing 
formula based upon war production con¬ 
tracts. The loan formula shall relate to un¬ 
terminated war production contracts, or to 
both unterminated and terminated war pro¬ 
duction contracts. In any case where the 
loan formula permits borrowings with respect 
to terminated war production contracts, the 
loan may contain provisions substantially 
similar to the report and “paydown” provi¬ 
sions of Paragraphs 7 (c) and 8 of the stand¬ 
ard Termination Loan Agreement. The term 
“terminated war production contracts.” un¬ 
less otherwise defined in the loan agreement, 
will include a war production contract in its 
entirety which has been terminated in whole 
or in part. 

5. In general, whenever it is agreed to ex¬ 
tend a guaranteed loan originally under the 
1942 or 1943 form of guarantee agreement, 
the consent of the Guarantor to such exten¬ 
sion will be given only if the Borrower and 
the Financing Institution agree to accept 
the 1944 V-Loan Guarantee Agreement. 
However, tf upon maturity of such a loan the 
Borrower needs only a relatively short exten¬ 
sion to complete his war production contracts 
or, if such a loan matures prior to January 
1, 1945 and time is needed to arrange for re¬ 
financing, the Guarantor will generally agree 
to an extension without the adoption-of the 
new form of guarantee agreement, provided 
that (1) the maturity of the loan Is extended 
for a total period of not more than six 
months; (2) no substantial modifications are 
mode in the terms of the loan (except modi¬ 
fications requested by the Guarantor); and 


(3) the Borrower agrees to forego the bene¬ 
fits of section 6 of the 1942 or 1943 form of 
guarantee agreement. In addition, in any 
case in which it deems it necessary, the Guar¬ 
antor may permit an extension without the 
adoption of the new form of guarantee agree¬ 
ment for such period of time as may appear 
to be required in order to effect an orderly 
liquidation of the loan. 

6. The fact that the 1944 V-Loan Guar¬ 
antee Agreement form does not contain a 
provision analogous to Section 5 of previous 
V-Loan guarantee forms will be taken into 
consideration by the Services in negotiating 
the guaranteed percentage under the new 
form. 

7. There is no provision in the 1944 V-Loan 
Guarantee Agreement form for suspension of 
maturity upon cancellation of war contracts. 
However, as appears from Note 2 above, the 
Borrower may obtain certain termination 
protection. Moreover, if, at the maturity of 
a loan, settlement of terminated contracts 
has not been completed, the Services still 
have a responsibility under the Act to provide 
Interim financing for the remainder of the 
settlement period. 

[JTR 951.2] 

§ 849.952 T-Loan Forms. [JTR 952] 

§ 849.952-1 T-Loan Guarantee 
Agreement. 

Note: Forms printed in the Federal Regis¬ 
ter are for information only, and do not fol¬ 
low the exact format prescribed by the issuing 
agency. 

Form of September 1, 1944 

T-Loan Guarantee Agreement 

No. .... 

The_(herein called “Guaran¬ 

tor”) , acting through the Federal Reserve 

Bank of_as fiscal agent of the 

United States (herein called -Reserve 
Bank"), and the Financing Institution 
hereby agree as follows: 

Section 1. Definitions. (A) "Financing 
Institution” shall mean- 

(B) “Borrower” shall mean_ 

(Name) 

of--— 

(Address) 

(C) “The loan” shall mean the financing 
arrangement between the Financing Institu¬ 
tion and the Borrower which Is described in 
Appendix I annexed hereto. In case of any 
conflict or inconsistency between the provi¬ 
sions of this agreement and the provisions of 
Appendix I or any other similar instrument, 
the provisions of this agreement shall control. 

(D) “Obligation” shall mean the instru¬ 
ment or instruments evidencing the Borrow¬ 
er’s indebtedness under the loan. 

(E) “Guaranteed percentage” shall mean 
— % 

Sec. 2. Guarantee as to sharing of losses 
and expenses. (A) All losses on the loan 
(i. e., all amounts of principal and interest 
which are due and unpaid), and all unreim¬ 
bursed expenses as defined in Paragraph (B) 
of this section, shall be shared ratably, on the 
date of settlement, by the Guarantor and the 
Financing Institution in accordance with the 
guaranteed and unguaranteed percentages, 
respectively. All net recoveries after the 
date of settlement shall be shared on the 
same basis. Hie date of settlement shall 
be the thirtieth (30th) day after the date 
on which either party, after the maturity of 
the loan, receives from the other party a 
written request for such settlement, or any 
other date agreed on by th^parties. 

(B) Expenses shall mean all reasonable 
out-of-pocket expenses (including reasonaole 
counsel fees incurred by the Financing In¬ 
stitution or the Reserve Bank prior to but 
not after any purchase under this agreement) 
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which relate to the enforcement of the loan or 
the preservation of the collateral and which 
are incurred during the period of any de¬ 
fault In the payment of principal or Interest. 

Sec. 3. Agreement to purchase . The Guar¬ 
antor will at any time and from time to 
time prior to the date of settlement purchase 
such portion of the obligation as may be de¬ 
manded in writing by the Financing Insti¬ 
tution. by paying to the Financing Institu¬ 
tion. on the tenth (10th) day after the re¬ 
ceipt by the Reserve Bank of such a demand, 
the unpaid principal amount of the portion 
of the obligation to be purchased, as of the 
date of the demand, plus all unpaid accrued 
interest on such amount, with appropriate 
adjustment for guarantee fees, computed as 
of the date of purchase: Provided, That In 
no event shall the total amount of the por¬ 
tion of the obligation owned by the Guar¬ 
antor exceed the guaranteed percentage. 

Sec. 4. Voluntary purchase by guarantor. 
The Guarantor may. at any time upon its 
demand, purchase the guaranteed percent¬ 
age of the obligation, less any amounts pre¬ 
viously purchased under this agreement and 
not repaid, and shall pay therefor on the 
basis stated in section 3. In such event, at 
the option of the Financing Institution or the 
Guarantor, the Financing Institution shall 
forthwith transfer possession of the obliga¬ 
tion and collateral in the manner provided, 
in section 5. 

Sec. 5. Administration of loan and posses¬ 
sion of obligation and collateral. (A) The 
Financing Institution shall administer the 
loan until it transfers possession of the ob¬ 
ligation and collateral to the Reserve Bank as 
provided below, and thereafter the Guarantor 
shall administer the loan. Whenever the 
Guarantor purchases any part of the obli¬ 
gation, the Financing Institution shall forth¬ 
with deliver to the Reserve Bank a certificate 
evidencing the Guarantor’s ownership inter¬ 
est in the obligation and collateral. In any 
such case, however, upon written demand by 
the Reserve Bank, the Financing Institution 
shall forthwith transfer to the Reserve Bank, 
without recourse or warranty except as to 
the genuineness of the Borrower’s signature 
to any instrument, such possession of, title 
to, and rights to enforce the obligation and 
all collateral therefor as it may have. There¬ 
upon the Reserve Bank shall issue to the 
Financing Institution a certificate evidencing 
the Financing Institution’s ownership inter¬ 
est in the obligation and collateral. Either 
party administering the loan may (1) re¬ 
lease and dispose of collateral and proceeds 
thereof. a*d permit substitution therefor, all 
in accordance with the terms of the loan, and 
(2) after five days* written notice to the 
other party, bring any action to enforce the 
loan. 

(B) Nothing in this agreement shall pre¬ 
vent the Financing Institution from'trans¬ 
ferring the obligation as collateral for ad¬ 
vances by a Federal Reserve Bank. 

Sec. 6. Ratable application of collections. 
All amounts at any time paid or credited on 
the obligation, from whatever sources real¬ 
ized. shall be applied ratably for the benefit 
of the Financing Institution and the Guar¬ 
antor according to their respective ownership 
interests in the obligation. Except as may 
be provided in the loan, the Financing In¬ 
stitution shall not be required to credit on 
the obligation the proceeds of any banker’s 
lien or right of set-off w'ith respect to funds 
of the Borrower (exclusive of proceeds of 
contracts on Exhibit'C to Appendix I) or of 
other assets, to the extent that the Financing 
Institution has provided that such lien, right 
of set-off or other assets shall be security 
for other indebtedness of the Borrower to it. 

Sec. 7 . tees payable to guarantor. The 
financing Institution shall pay to the Re¬ 
serve Bank at the end of each monthly or 
quarterly period, as fixed by the Reserve 
No. 92-15 


Bank, an amount equal to_per cent 

of any interest payable by the Borrower on 
the average daily amounts of that part of 
the unpaid principal of the obligation which 
the Guarantor was obligated during such 
period to purchase upon demand of the 
Financing Institution. 

Sec. 8. Effect of violation of agreement. 
(A) If the Financing Institution shall violate, 
or fall to comply with, any of the terms of 
this agreement or any of the terms or con¬ 
ditions of the loan or £hall through gross 
negligence make a material misrepresenta¬ 
tion of fact in the application therefor, or 
in anything constituting a part of the ap¬ 
plication, it shall become liable to the 
Guarantor in an amount equal to the dam¬ 
ages sustained by the latter by virtue of such 
violation, failure to comply, or misrepre¬ 
sentation; but the Guarantor shall not be 
relieved by such violation, failure to comply, 
or misrepresentation from any of its obliga¬ 
tions to the Financing Institution under this 
agreement. 

(B) In the absence of gross negligence on 
the part of the Financing Institution, (1) 
no invalidity or ineffectiveness of any col¬ 
lateral or of any assignment thereof ac¬ 
cepted by the Financing Institution, and 
(2) no action or omission to act on the part 
of the Financing Institution In reliance on 
a statement or certificate signed by an appro¬ 
priate officer or member of the Borrower with 
respect to the financial condition, business 
or operations of the Borrower, shall con¬ 
stitute a violation, of, or failure to comply 
with, any of the terms of this agreement 
or any of the terms or conditions of the 
loan on the part of the Financing Institu¬ 
tion. No invalidity of any provision of 
the loan arising from statute or decision of 
any court shall in any way relieve the 
Guarantor hereunder. 

Sec. 9. Officials not to benefit. No mem¬ 
ber of or delegate to Congress or resident 
commissioner shall be admitted to any share 
or part of this contract or to any benefit 
that may arise therefrom, but this provision 
shall not be construed to extend to this con¬ 
tract if made with a corporation for its gen¬ 
eral benefit. 

In witness whereof, the parties have caused 
this agreement to be executed on theia be¬ 
half by their duly authorized agents this 
-day of_, 194--. 


(Guarantor) 

[seal] By Federal Reserve Bank of 


as Fiscal Agent of the United 
States. 

By.... 

(Name) (Title) 


(Financing Institution) 


(Name) (Title) 

Attest: 


(Name) (Title) 

[JTR 952.1] 

§ 849.952-2 Termination Loan Agree¬ 
ment. 

Note: Forms printed In the Federal Regis¬ 
ter are for information only, and do not fol¬ 
low the exact format prescribed by the Issuing 
agency. 

Form of September 1, 1944 
Appendix I— Termination Loan Agreement 
Under Guarantee Agreement No_ 


(herein called "Financing Institution") will 
grant credit to__ 


of 


(herein called "Borrower"). up to a maximum 

principal amount of $_at any one 

time outstanding, by lending to the Borrower 
at any time and from time to time on promis¬ 
sory notes in the form annexed hereto as 
Exhibit A and In accordance with the terms 
p.nd conditions of this agreement. 

1. Definitions. All terms defined in the 
Contract Settlement Act of 1944 and in the 
Guarantee Agreement shall have the same 
meaning when used in this agreement. 
"Terminated war contract” shall mean a war 
contract, in its entirety, which has been ter¬ 
minated in whole or in part. "The Con¬ 
tracts" shall mean such terminated war con¬ 
tracts, if any, as may now be listed on Exhibit 
C annexed, and as the Borrower may from 
time to time add thereto by supplement ap¬ 
proved by the Financing Institution. 

2. Maturity. The loan shall mature thirty 
(30) days after final payment of the amounts 
due, upon final and conclusive settlement, on 
the war contracts of the Borrower or upon 

-- 194__, whichever Is earlier. 

and all notes issued hereunder shall there¬ 
upon become due and payable. If any note of 
shorter maturity is Issued, the Borrower may 
from time to time until the maturity of the 
loan again borrow hereunder the unpaid 
amount of such note, subject to the provi¬ 
sions of Paragraph 6 hereof. The Borrower 
may at any time by written notice reduce the 
maximum principal amount of the loan in 
multiples of $.. 

3. Interest. The Borrower shall pay in¬ 
terest as prescribed in Exhibit A. 

4. Commitment fee and expenses. The 
Borrower shall pay quarterly a commitment 

fee at the rate of-% per annum on 

the average dally unused balance of the max¬ 
imum principal amount of the loan. The 
Borrower shall reimburse the Financing In¬ 
stitution for reasonable out-of-pocket ex¬ 
penses Incurred in connection with the loan 
and the application therefor. 

5. Collateral. Prior to or contemporane¬ 

ously with any borrowing hereunder, the Bor¬ 
rower, except and to the extent that the 
Financing Institution otherwise agrees in 
writing, will assign to the Financing Institu¬ 
tion as security for the loan all moneys due 
and to become due on the Contracts. At 
any time upon request of the Financing In¬ 
stitution or the Guarantor, the Borrower will 
furnish additional security by assigning to 
the Financing Institution the moneys due 
and to become due on any or all of its termi¬ 
nated war contracts which by using its best 
efforts the Borrower can assign and which 
have not been previously assigned hereunder. 
All proceeds of assignments made hereunder 
and of any other collateral taken by the 
Financing Institution for the loan shall be 
applied to the indebtedness under the loan. 
Except to secure borrowing hereunder, ex¬ 
cept as provided in Exhibit D, and except to 
secure partial payments made to the Borrower 
by any contracting agency, the Borrower will 
not (a) assign, or suffer to remain assigned, 
moneys due or to become due on any of the 
Contracts, or (b) mortgage, pledge, or other¬ 
wise encumber, or suffer to remain encum¬ 
bered for more than_days, any inven¬ 

tory allocable to the Contracts. 

6. Conditions of borrowing. The Financ¬ 

ing Institution shall not be required to make 
any advance hereunder (a) unless the Bor¬ 
rower furnishes to the Financing Institution 
a loan formula certificate in the form an¬ 
nexed hereto as Exhibit B. dated not more 
than-days before the date of the pro¬ 

posed borrowing, which shows a borrowing 
base, calculated in accordance with the per¬ 
centages therein specified, of not less than 
the amount that will be outstanding after 
the proposed borrowing, or (b) if any event 
exists which constltues or which, except for 
notice or lapse of time or both, would con¬ 
stitute a default specified in this agreement, 
or (c) to the extent that the Financing In¬ 
stitution has reason to believe that the bor- 
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rowing base stated In the loan formula certifi¬ 
cate Is substantially overstated in value and 
has so notified the Borrower In writing, pro¬ 
vided that the Financing Institution may 
rely upon the borrowing base shown in the 
loan formula certificate. 

7. Reports. The Borrower shall maintain 
proper records and accounts, permit such 
Inspection thereof, and furnish such state¬ 
ments and reports, Including audit reports, 
as the Financing Institution or the Guar¬ 
antor may from time to time reasonably re¬ 
quest. In any event, within three (3) 
months after the initial borrowing and not 
less than quarterly thereafter the Borrower 
shall furnish to the Financing Institution 
periodic reports in triplicate made up as 
follows: 

(a) A balance sheet, certified by an appro¬ 
priate officer or member of the Borrower, as 

of a date not more than-days prior to 

the date of furnishing the report. 

(b) A loan formula certificate in the form 

of Exhibit B, dated not more than-days 

before the date of furnishing the report, 
unless such a certificate has been furnished 
within thirty (30) days before such date. 

(c) A statement of the nature, amounts, 
and dates of all payments on any assigned 
terminated war contracts and on the Con¬ 
tracts, whether or not assigned, in cash or 
by offset or otherwise (except any offset 
theretofore deducted in any loan formula 
certificate) between the date of the initial 
borrowing or the last date covered by the last 
report, whichever is later, and a date not 
more than fifteen (15) days prior to the date 
of such a statement. Payments shall be 
deemed to include the proceeds of collateral 
taken for the loan, or proceeds of. or specific 
credit with respect to. any sale, retention or 
other disposition of inventory allocable to 
such contracts, approved or authorized by 
the proper authority, and the cost or pro¬ 
ceeds, whichever is greater, of any such in¬ 
ventory which the Borrower has definitely 
elected to retain without specific credit 
therefor. 

8. Reduction of notes. The Borrower shall 
pay down the unpaid principal amount of 
the notes by an amount equal to: (a) All 
payments, as described in Paragraph 7 (c). 
within three (3) days from the date of any 
such payment or within such further time 
as the Financing Institution may prescribe; 
and (b) any excess of outstanding borrow¬ 
ings over the borrowing base shown in the 
most recent loan formula certificate, upon 
the date of furnishing such certificate, pro¬ 
vided that, while the Financing Institution 
may rely upon the borrowing base shown In 
such certificate, such borrowing base shall 
be decreased to the extent that the Financing 
Institution or the Guarantor has reason to 
believe that it is substantially overstated in 
value and has so notified the Borrower in 
writing, in which event the Borrower shall 
pay, In addition, an amount equal to any 
excess resulting from such decrease, within 
ten (10) days after the mailing of such 
notice. 

0. Maintenance of working capital . The 
Borrower shall maintain net current as¬ 
sets. as determined in accordance with gen¬ 
erally accepted principles of accounting and 
including in current liabilities all borrow¬ 
ings outstanding hereunder, of not less 
than $- 

10. Insurance. The Borrower shall main¬ 
tain insurance on its property in such 
amounts and against such risks as is cus¬ 
tomarily maintained by similar businesses 
operating In the same vicinity. 

11. Other provisions. The parties hereto 
agree to any additional provisions appear¬ 
ing in Exhibit D annexed. 

12. Events of default . The occurrence of 
any one of the following events shall con¬ 
stitute a default hereunder: 


(a) Any statement, representation, war¬ 
ranty. certificate, schedule or report fur¬ 
nished by the Borrower in connection with 
the loan shall prove to have been materially 
false at the date thereof. 

(b) Nonpayment of the principal of any 
of the notes outstanding hereunder when 
due; or nonpayment of interest or any com¬ 
mitment fee within ten (10) days after the 
date thereof. 

(c) Breach by the Borrower of any other 
provision of this agreement. 

(d) The Borrower -shall be adjudicated a 
bankrupt or a trustee or a receiver shall be 
appointed for the Borrower or of a substantial 
part of its property in any involuntary pro¬ 
ceeding, or any court shall have taken juris¬ 
diction of the property of the Borrower or of a 
substantial part thereof in any involuntary 
proceeding for the reorganization, dissolution, 
liquidation or winding up of the Borrower, 
and such trustee or receiver shall not be dis¬ 
charged or such Jurisdiction relinquished or 
vacated or stayed on appeal or otherwise 
stayed within thirty (30) days, or the Bor¬ 
rower shall file a petition or answer, not deny¬ 
ing Jurisdiction, in voluntary bankruptcy or 
under Chapter X or Chapter XI of the Fed- 

• eral Bankruptcy Act or any similar law, State 
or Federal, whether now or hereafter existing, 
or such a petition filed against the Borrower 
shall be approved and not vacated or stayed 
within thirty (30) days, or shall make an 
assignment for the benefit of creditors, or 
shall admit in writing its Inability to pay its 
debts generally as they become due, or shall 
consent to the appointment of a receiver or 
trustee or liquidator of all of its property or a 
substantial part thereof, or shall have failed 
within thirty (30) days to bond or otherwise 
discharge any attachment or to pay any judg¬ 
ment which is unstayed on appeal. 

If there shall occur any default as defined 
in item (a) above or if there shall occur and 
be continuing any default as defined in items 
(b) or (c) above, then upon the election of 
the Financing Institution or the Guarantor, 
evidenced by written notice to the Borrower, 
or if there shall occur any default as defined 
in Item (d) above, then forthwith and with¬ 
out any election, the obligation, if any. of the 
Financing Institution to extend further 
credlfc shall terminate and all notes outstand¬ 
ing hereunder shall become due and payable 
without presentment, demand, protest or 
notice of any kind, all of which are hereby 
expressly waived. 

In witness whereof, the parties have caused 
this agreement to be executed on their behalf 

by their duly authorized agents, this- 

day of__ 194—. 


(Financing Institution) 


By — 

(Name) 

(Title) 

Bv 

(Borrower) 


- 

(Name) 

(Title) 


[JTR 952.2] 

§ 849.952-3 Exhibits to Termination 
Loan Agreement. 

Note: Forms printed in the Federal Reg¬ 
ister are for information only, and do not 
follow the exact format prescribed by the 
issuing agency. 

Form of September 1, 1944 

Exhibits to termination loan agreement 
dated---- 194--. 

(If additional provisions are to be included 
in the Loan Agreement in accordance with 
Paragraph 11 thereof, they should appear in 
an Exhibit D which should be attached here¬ 
to.) 


Exhibit A 

FORM OF NOTE 

Place_- 

Date.—. 194... 

On or before__ 194—, for 

value received._- 

hereby promises to pay to the order of 


at 


(Financing Institution) 
(Address) 


the principal sum of_ 

DOLLARS ($_) in lawful money of 

the United States, and to pay interest there¬ 
on from the date hereof at the rate of- 

per cent per annum, prior to maturity, pay¬ 
able on the_day of each- 

and after maturity.by acceleration or other¬ 
wise at the rate of.per cent per an¬ 

num. 

This note evidences a borrowing made un¬ 
der and is subject to the terms of a Loan 

Agreement dated__ 194--, 

between the undersigned and the payee 
hereof. 


By.. 

(Name) (Title) 

Exhibit B 


LOAN FORMULA CERTIFICATE 

Pursuant to the Loan Agreement between 

the undersigned and-- 

dated __ 194. _, the under¬ 

signed hereby certifies to the best of its 
knowledge and belief as follows: 

1. (a) Principal amount of bor¬ 

rowings now outstand¬ 
ing_$- 

(b) Principal amount of pro¬ 
posed borrowing, less 
outstanding borrow¬ 
ings to be refunded— $- 

Total.$. 

2. The following amounts have been calcu¬ 
lated as of__ 194.- (not more than 30 

days prior to the date of this certificate) 
with respect to terminated war contracts 
listed on or added to Exhibit C. in accordance 
with accepted principles of accounting and 
without duplications: 

(a) _ % of accounts receiva¬ 

ble from Governmental con¬ 
tracting agencies aggregating 

not less than $- $--— 

(b) _ % of accounts receiva¬ 

ble from others aggregating not 

less than $- $ - 

(c) _ % of reimbursable ex¬ 

penditures for inventory, in¬ 
cluding only direct labor, cost 
of raw materials, purchased 
parts and supplies, and manu¬ 

facturing and administrative 
overhead aggregating not less 


than $--$ 

(d)_ % of reimbursable 


amounts for subcontract settle¬ 
ments paid or to be paid con¬ 
currently from any new borrow¬ 
ing for which this certificate is 
furnished aggregating not less 

than $_—-— $-- 

Total...$.- 

Less— 

(aa) Unliquidated advance pay¬ 
ments. progress and partial 
payments, and any other offsets, 
and any amounts included In- 
(a), (b), (c), or (d) above 
which have been disallowed by 

the contracting agency-$- 

Borrowing base-$- 

3. No amount is included in (a), (b), (c), 
or (d) above with respect to any item on 
which a termination claim can be based 
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which exceeds the amount of such item in 
the Borrower’s most recent termination 
claim, if any has been filed. There has been 
no change in the amount stated in Para¬ 
graph 2 since the date therein specified 
which wou’d materially decrease the bor¬ 
rowing base. 

4. No event exists which constitutes, or 
which except for notice or lapse of time or 
both would constitute, a default specified In 
the Loan Agreement. 


(Borrower) 


By . . 

(Name) (Title) 

Dated .. 194- 

Exhibit C 

TERMINATED WAR CONTRACTS 

The Borrower certifies that, to the best of 
its knowledge and belief, the following are 
terminated war contracts as defined in the 
Loan Agreement between- 


nnd _ _ _ 


dated_ 

194_: 


Con¬ 
tract or 
order 
num¬ 
ber 

Date 
of con¬ 
tract or 
order 

Name of 
other con¬ 
tracting 
party 

Date 
of no¬ 
tice of 
termi¬ 
nation 

Esti¬ 
mated 
Amount 
of termi¬ 
nation 
claim 

End 
use of 
prod¬ 
uct 





-— 



(Borrower) 

By.... 

(Name) (Title) 

Dated__ 194__. 

IJTR 952.3] 

§ 849.952-4 Explanatory notes re - 
yarding T-Loan guarantee and loan 
agreements. 

Form of September 1, 1944 


Explanatory Notes 

Aproved by the Director of Contract Settle¬ 
ment with Respect to Standard Forms of 
T-Loan Guarantee Agreement and Ter¬ 
mination Loan Agreement 

guarantee agreement 

Opening paragraph. (1) The guarantee 
agreement is issued pursuant to the authority 
contained in the Contract Settlement Act of 
1944, the First War Powers Act, 1941. Executive 
Order, 9112, the Act of June 11. 1942 (58 Stat. 
351), and other pertinent provisions of law. 
No changes in the guarantee agreement will 
be permitted except in the most unusual 
cases and then only with the concurrence of 
the Board of Governors of the Federal Reserve 
System. 

(2) Pursuant to section 10 (a) (1) of the 
Contract Settlement Act of 1944, the Guaran¬ 
tor in its authorization or through its local 
representative will notify the Federal Reserve 
Bank in writing that the Borrower is or has 
been engaged in performing an operation 
deemed by the Guarantor to be connected 
with or related to war production. 

Section l (A). (3) If one Financing Insti¬ 
tution is authorized, as agent for a number 
of participants, to execute a guarantee agree¬ 
ment in their behalf, the participants should 
be referred to as “each bank, trust company 
or other financing institution which is or 


shall be a party to the loan described in 
Appendix I annexed hereto’’ or by some other 
appropriate reference showing the several 
nature of the agreement. 

Sec. 1 (C). (4) Since the guarantee agree¬ 
ment covers only the loan described in Ap¬ 
pendix I. any material alteration in the terms 
of the loan should be made only with the 
written consent of the Guarantor In order 
that the loan, as altered, will be covered by 
the guarantee. 

Sec. 1 (E). (5) The requested percentage of 
guarantee will not ordinarily be questioned 
by the Federal Reserve Bank or the Guarantor 
If it does not exceed 90 per cent. 

Sec. 2 (B). (6) Counsel fees incurred by 
the Financing Institution after a purchase 
cannot be shared by the Guarantor because 
of the provisions of 5 U.S.C. 314. 

Sec. 3. (7) It is contemplated that a pur¬ 
chase made by the Gu antor under this sec¬ 
tion shall be for cash. However, if the 
Guarantor owns an interest in any obligation 
which has been issued under a revolving 
credit arrangement, and if, at or before the 
maturity of such obligation, the Reserve Bank 
receives written demand from the Financing 
Institution for the purchase of the same or a 
lesser amount of a new obligation to be 
Issued in place of such maturing obligation, 
the payment for the portion of the new ob¬ 
ligation purchased pursuant to such demand 
will be made by the Guarantor by surrender¬ 
ing, at or before maturity, its interest in the 
maturing obligation, in the amount of the 
demand by the Financing Institution and 
without regard to the ten-day period specified 
in this section. 

Sec. 5 (A). (8) Under the first sentence 
the Guarantor may, after a purchase and 
transfer, administer the loan either directly 
or through the agency of the Reserve Bank. 
It is contemplated that such administration 
will usually be conducted by the Reserve 
Bank. 

Sec. 6 . (9) All amounts paid or credited 
on the obligation after the date of the de¬ 
mand by the Financing Institution or the 
Guarantor, as the case may be, for a pur¬ 
chase under this agreement and prior to the 
date of such purchase will be applied, as pro¬ 
vided in this section, according to the respec¬ 
tive interests of the Guarantor and the 
Financing Institution as such interests exist 
immediately after the purchase. 

(10) Subject to any special provision which 
may be contained in Exhibit D, the Financing 
Institution may make other loans to the Bor¬ 
rower for the purpose of financing war pro¬ 
duction or reconversion to civilian business 
or for other purposes, provided the proceeds 
of the Contracts (as the term “the Contracts” 
is defined in Paragraph 1 of Appendix I) or 
inventory allocable to the Contracts are not 
pledged as security for such loan. The 
Financing Institution as security for the side 
loan may take other collateral and provide 
that the side loan shall not be required to 
share with the guaranteed loan any banker’s 
lien or right of setoff with respect to funds 
of the Borrower, exclusive of proceeds of the 
Contracts, \on general deposit with the 
Financing Institution or specifically pledged 
as security for such side loan. 

Sec. 7. (11) A schedule of guarantee fees 
will be prescribed by the Board of Governors 
of the Federal Reserve System with the con¬ 
currence of the Director of Contract Settle¬ 
ment. 

Sec. 8 . (12) The word "certificate” in Para- 
gffcph (B) (2) Includes any certificate fur¬ 
nished by the Borrower in connection with 
the loan formula. 

General . (13) Whenever a number of days 

is specified in the Guarantee Agreement or in 
the Loan Agreement the word “days" shall bQ 
deemed to mean calendar days. 


J>283 

Loan Agreement 

Opening paragraph. (14) If the Borrower 
and the Financing Institution have agreed 
upon a non-firm commitment, the words 
“in its sole discretion” may be inserted before 
the word “grant”. The second sentence of 
Paragraph 2 applies even in the case of a 
non-firm commitment and in such a case no 
figure should be inserted in Paragraph 4. 

(15) In the case of a straight loan, the 
words “at any one time outstanding”, should 
be stricken out. 

(16) The note to be used should contain 
the provisions which appear in the form 
annexed as Exhibit A to the standard loan 
agreement, with the blanks appropriately 
filled in, and may contain such additional 
provisions, not Inconsistent therewith or 
with the terms of the loan agreement, as the 
Financing Institution and the Borrower may 
agree. The note may, for example, contain 
provisions for sale of collateral in the event 
of default, allowance for attorneys* fees. etc. 

Paragraph 1. (17) The following terms 

are defined in Section 3 of the Contract Set¬ 
tlement Act of 1944: 

“(a) The term ‘prime contract* means any 
contract, agreement, or purchase order here¬ 
tofore or hereafter entered into by a contract¬ 
ing agency and connected with or related to 
the prosecution of the war: and the term 
‘prime contractor’ means any holder of one 
or more prime contracts. 

**(b) The term ‘subcontract’ means any 
contract, agreement, or purchase order here¬ 
tofore or hereafter entered into to perform 
all or any part of the work, or to make or 
furnish any material to the extent that such 
material is required for the performance of 
any one or more prime contracts or of any 
one or more other subcontracts: and the term 
‘subcontractor’ means any holder of one or 
more subcontracts. 

**(c) The term ‘war contract’ means a 
prime contract or a subcontract; and the 
term ‘war contractor* means any holder of 
one or more war contracts. 

“(d) The terms ‘termination*, ‘terminate*, 
and ‘terminated’ refer to the termination or 
cancellation, in whole or in part, of work 
under a prime contract for the convenience 
or at the option of the Government (except 
for default of the prime contractor) or of 
work under a subcontract for any reason 
except the default of the subcontractor. 

• • • * ♦ 

“(g) The term ‘contracting agency* means 
any Government agency which has been or 
hereafter may be authorized to make con¬ 
tracts pursuant to section 201 of the First 
War Powers Act. 1941, and includes the Re¬ 
construction Finance Corporation and any 
corporation organized pursuant to the Re¬ 
construction Finance Corporation Act (47 
Stat. 5), as amended, the Smaller War Plants 
Corporation, and the War Production Board. 

"(h) The term ‘termination claim* means 
any claim or demand by a war contractor 
for fair compensation for the termination 
of any war contract and any other claim un¬ 
der a terminated war contract, which regu¬ 
lations prescribed under this Act authorize 
to be asserted and settled in connection with 
any termination settlement. 

*‘(m) The term ‘final and conclusive,* as 
applied to any settlement, finding, or deci¬ 
sion, means that such settlement, finding, or 
decision shall not be reopened, annulled, 
modified, set aside, or disregarded by any offi¬ 
cer, employee, or agent of the United States 
or in any suit, action, or proceeding except 
as provided in this Act." 

With respect to the definition contained 
in paragraph (gj above, the Director of Con¬ 
tract Settlement will from time to time issue 
a list of “contracting agencies" Indicating 
those which are currently guaranteeing loans 
under this Act through the agency of the 
Federal Reserve Banks. 
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(18) It will be noted that the definition of 
“terminated war contract" contained in Par¬ 
agraph 1 of the loan agreement is broad 
enough to permit borrowings against re¬ 
ceivables and inventory under that part of a 
partially cancelled contract still remaining 
to be performed; that under Paragraph 5 
assignment of all moneys due and to become 
due under the entire contract may be re¬ 
quired; and that the provisions of Para¬ 
graphs 7 (c) and 8 apply to all payments 
under the contract. 

(19) Current commitments on uncancelled 
contracts. If the Financing Institution and 
the Borrower desire to enter into a firm com¬ 
mitment for the financing of nontermlnated 
contracts existing on the date of execution 
of the loan agreement when and if such con¬ 
tracts become terminated, a provision may be 
added to Exhibit D listing such nonter¬ 
mlnated war contracts with an agreement by 
the Financing Institution that such contracts 
may, upon termination, be added to Exhibit 
C without further approval. The addition of 
terminated war contracts to Exhibit C shall 
be made by serially numbered supplements 
filed in five copies with the Financing Insti¬ 
tution. The supplements shall be in the 
same form as Exhibit C with the following 
added at the lower left hand corner thereof. 

Approved:__ 194. . 


(Financing Institution) 

By.. 

(Name) (Title) 

If the Financing Institution approves of a 
supplement, it shall sign all copies, retain one 
for its files, return one to the Borrower, and 
send the other three copies to the Reserve 
Bank. 

(20) Since the termination loan agreement 
is designed to finance termination claims 
rather than production, the Financing Insti¬ 
tution may find it advisable to decline to 
permit Inclusion In Exhibit C of contracts 
which have been terminated only to a minor 
extent when the effect of their inclusion 
would probably be to make the proposed 
borrowing in substantial part a loan for 
production purposes. The Financing Institu¬ 
tion may refuse to permit addition to the list 
of terminated war contracts contained in Ex¬ 
hibit C of such contracts as are by their 
terms not assignable, or may require as a 
condition of the addition of such contracts to 
the list that the Borrower obtain an appro¬ 
priate amendment permitting such assign¬ 
ment. It should be noted that prime con¬ 
tracts providing for payments aggregating 
less than $1,000 are not assignable under the 
Assignment of Claims Act of 1940. 

Par. 2. (21) The notes may be made pay¬ 
able on demand, or may be 90-day notes, or 
may have such other maturity, not more 
than three years after the date of the agree¬ 
ment, as the Financing Institution and the 
Borrower may agree. 

(22) Irrespective of whether or not the 
Financing Institution is under an obligation 
under the terms of the agreement to extend 
further credit, the second sentence of Para¬ 
graph 2 is intended to give the Borrower the 
right to borrow again, from time to time, up 
to the amount of the notes which have been 
given in consideration of the loan until the 
final maturity date inserted in Paragraph 2 
or until the notes are finally paid pursuant 
to Paragraph 8 or otherwise, whichever first 
occurs. 

Par. 3. (23) The maximum interest rate, 
as prescribed by the Board of Governors of 
the Federal Reserve System with the con¬ 
currence of the Director, Is 4 y 9 per cent per 
annum simple interest, and interest may not 
be charged at a greater rate either before or 
after maturity. 

Par. 4. (24) The maximum commitment 
fee. as prescribed by the Board of Governors 
of the Federal Reserve System with the con¬ 


currence of the Director, is % of 1 per cent 
per annum based on the average daily unused 
balance of the maximum principal amount 
of the loan, or a fiat fee of not to exceed $50 
without regard to the amount of maturity of 
the commitment. Accordingly, the com¬ 
mitment fee, if any is charged, may not ex¬ 
ceed this maximum. If a flat fee is charged, 
the first sentence of the Paragraph should 
be changed to read: "The Borrower shall pay 
on_a commitment fee of $-" 

(25) No termination fee, service fee, or 
other fee of a similar character, except 
charges covering out-of-pocket expenses of a 
financing institution, may be charged. 

(26) Out-of-pocket expenses do not in¬ 
clude any overhead expenses. 

Par. 5. (27) The obligation Imposed upon 
the Borrower to make assignments Includes 
the obligation to execute such documents and 
take such action in connection therewith as 
the Financing Institution may reasonably 
require, including, in the case of subcon¬ 
tracts, the giving of such notice to the pur¬ 
chasers as may be necessary to perfect the 
assignments. 

(28) The extent to which assignments 

should be required prior to or contempora¬ 
neously with any borrowing under the first 
sentence of this Paragraph will depend upon 
the credit standing of the Borrower and upon 
the practical problems of assignment which 
may exist in a particular case. The Financ¬ 
ing Institution may, by an appropriate writ¬ 
ing, agree to except specific contracts from 
the requirement of assignment, in which case 
notice of the contracts so excepted should be 
given to the Reserve Bank. The Financing 
Institution may also provide in Exhibit D for 
a general exception. For example. Exhibit 
D may provide that contracts on Exhibit C 
as to which the "Estimated Amount of Termi¬ 
nation Claim" is less than $-need not 

be assigned unless subsequently requested by 
the Financing Institution or the Guarantor. 
If such a provision is included in Exhibit D, 
the dollar amount of contracts so excluded 
may. if the Borrower’s credit is strong enough 
to warrant, be made sufficiently high so that 
Paragraph 6 will in effect merely constitute 
a covenant to assign upon request of the 
Financing Institution or the Guarantor. 

(29) In the case of a weak credit, the 
Financing Institution should Include, in Ex¬ 
hibit D, a covenant reading substantially as 
follows: 

"At any time upon request of the Financing 
Institution or the Guarantor, the Borrower 
will pledge or mortgage as further security for 
the loan all or any inventory applicable to 
the Contracts." 

Any pledge pursuant to such a covenant 
should contain a provision for release of in¬ 
ventory so pledged to the extent of pay¬ 
ment to the Financing Institution of the cost 
or proceeds thereof, as the case may be, in 
accordance with the terms of Paragraph 8 of 
the loan agreement. 

(30) Under the last sentence of this Para¬ 
graph, the Financing Institution and the Bor¬ 
rower in suitable cases may agree to a pro¬ 
vision in Exhibit D permitting the existence 
of liens to secure advance payments. 

(31) The number of days during which an 
encumbrance may be permitted to remain on 
Inventory of the Borrower without creating a 
default, which is to be Inserted in the last 
sentence of this Paragraph, will depend pri¬ 
marily upon the credit standing of the 
Borrower. 

Par. 6 . (32) The Financing Institution 

shall promptly submit to the Reserve Bank 
two copies of the loan formula certificate 
furnished by the Borrower at the time of 
the initial borrowing. In the event ^5f a 
serious dispute between the Financing In¬ 
stitution and the Borrower as to whether 
the borrowing base is substantially over¬ 
stated in value, for the purposes of this 
Paragraph or of Paragraph 8, the parties may, 
if they mutually desire, request the Guaran¬ 


tor to consider the matter. If at the time 
of any borrowing, or at any other time, 
additional security not referred to in the ap¬ 
plication or loan agreement and not pre¬ 
viously reported is furnished, a report thereof 
should be promptly made by the Financing 
Institution to the Reserve Bank. 

Par. 7. (33) The Financing Institution 

may, for example, deem it desirable to re¬ 
quire under the first sentence of thlB Para¬ 
graph the furnishing of profit and loss state¬ 
ments, an analysis of surplus, data as to 
claims under the Borrower's terminated war 
contracts, and statements as to the insurance 
required to be maintained by the Borrower 
under Paragraph 10. 

(34) One copy of each of the statements 
to be furnished under subparagraphs (a), 

(b) and (c) may be retained by the Financ¬ 
ing Institution, and two copies should be 
forwarded to the Reserve Bank, which will 
retain one copy and forward the other to the 
Guarantor or such person as the Guarantor 
may designate. 

(35) Under the definition of payments, a 
number of different situations are contem¬ 
plated : 

(a) There may be a sale of inventory 
specifically approved or authorized by the 
proper authority. In such case, the pay¬ 
ment will be the amount of the proceeds: 
the date of payment will be the date of re¬ 
ceipt of the proceeds by the Borrower. 

(b) There may be a retention of inventory 
approved or authorized by the proper au¬ 
thority with a specific credit allowed on 
any claim filed. In such case, the payment 
will be the amount of the credit allowed: the 
date of payment will be the date of the allow¬ 
ance of the credit. 

(c) There may be a sale of inventory ap¬ 
proved or authorized by the proper authority 
under a blanket authority to dispose of in¬ 
ventory at not less than cost or at not less 
than a stated percentage of cost. In such 
case, the amount of the payment will be the 
amount of the proceeds; the date of payment 
will be the date the proceeds of the sale are 
received by the Borrower. 

(d) There may be a definitive election to 
retain inventory not approved or authorized 
by the proper authority with a specific credit 
against the Borrower’s claim where claim has 
been filed or against his potential claim where 
none has been filed. Such a definitive elec¬ 
tion to retain occurs when the Borrower 
relinquishes the right to include the cost of 
such inventory in his claim and may be 
evidenced by written notice to the proper 
authority, by sale of the inventory without 
specific credit, by incorporation of inventory 
in civilian products, or by other means. In 
such case, the amount of the payment will be 
the cost of the inventory or, if the act of 
election is a sale, the proceeds of the sale if 
that is greater than cost; the date of payment 
will be the date when the definitive act of 
election was made. 

In the case of a prime contract the "proper 
authority’’ to approve or authorize disposi¬ 
tions or retentions of property is the con¬ 
tracting agency. In the case of subcontracts 
the "proper authority" may be the purchaser 
or the contracting agency or both depending 
on the circumstances Rnd the applicable 
regulations. The word "cost" refers to the 
Borrower’s cost or expenditures used in com¬ 
puting the borrowing base. 

Par. 8 . (36) The Government does not 

undertake responsibility for assisting in the 
financing of civilian inventory under the 
provisions of the Contract Settlement Act of 
1944. Therefore, the Financing Institution, 
if It prescribes a period in excess of three 
days, should prescribe a reasonably short 
period which the payments required by Para¬ 
graph 8 are to be made. The Financing In¬ 
stitution may prescribe different periods for 
payments arising out of the several classes 
of events upon the happening of which pay- 
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ments are required to be made, arid may pre- 
scribe a period of grace for small payments. 
If the credit of the Borrower Is not strong, 
prompt payment should be required, par¬ 
ticularly In the event of inventory reten¬ 
tion. ' 

(37) If either the Financing Institution or 
the Guarantor notifies the Borrower of an 
overstatement pursuant to clause (b) of 
Paragraph 8, it should forthwith notify the 
other party to the Guarantee Agreement. 

Pah. 9. (38) If the Borrower has subsidl- 
erles and if it is desired to use consolidated 
net current assets as a basis, this should be 
specified in Exhibit D. In this event, con¬ 
sideration should be given to whether or not 
any restrictions imposed upon the parent 
should also be applied to the subsidiaries. 

Par. 11. (39) The standard form of loan 

agreement is designed for use in connection 
with a straight loan or a revolving credit, a 
firm commitment or a loan under which the 
Financing Institution is not obligated to ex¬ 
tend further credit, a single bank credit ar¬ 
rangement or a multi-bank credit arrange¬ 
ment, and for a strong credit or a weak credit. 
It is recognized that the Financing Institu¬ 
tion and the Borrower may wish to add in 
Exhibit D further provisions appropriate for 
the particular financing arrangement be¬ 
tween them. 

(40) Conditions other than those required 
under Appendix I will be prescribed by the 
Guarantor or the Federal Reserve Bank only 
in exceptional circumstances and when they 
are clearly necessary to protect the Govern¬ 
ment’s interest; but it is expected that the 
Financing Institution, in the case of a weak 
credit, will ordinarily insist upon the inclu¬ 
sion of the provision quoted in Explanatory 
Note (29). Additional conditions for inclu¬ 
sion in Exhibit D may be agreed upon by the 
Borrower and the Financing Institution and, 
if not unreasonable or inconsistent with the 
standard termination loan agreement, such 
conditions will not be objected to by the 
Guarantor or the Reserve Bank. 

(41) The Guarantor will have no objection 
to the insertion of a provision requiring the 
Borrower to apply first to the Financing In¬ 
stitution before obtaining any other loans. 
The Financing Institution may also insert 
an additional provision prohibiting other 
borrowings, without the consent of the 
Financing Institution, or placing a ceiling 
thereon. 

(42) In order that additional terms may 
be clearly distinguished from the provisions 
of the standard form, all such additional 
terms should be set forth in Exhibit D or in 
a rider attached thereto. 

(43) ' In any case where either the Financing 
Institution or the Guarantor exercises its 
option under the Loan Agreement to termi¬ 
nate the credit and accelerate the notes, it 
should forthwith notify the other party to 
the Guarantee Agreement. 

Exhibit B—Paragraph 2 

(44) In general, the percentages in the loan 
formula certificate agreed upon by the Fi¬ 
nancing Institution and the Borrower will 
not be questioned by the Federal Reserve 
Ban!; or the Guarantor. 

(45) If a breakdown between manufactur¬ 
ing and administrative overhead is available, 
it should be furnished by the Borrower, and 
in this case the words “and administrative*’ 
may be omitted from item (c) and an addi¬ 
tional item relating solely to administrative 
overhead may be added. Similarly, where 
circumstances warrant, there may also be 
added a separate item relating to other reim¬ 
bursable expenditures, provided that a break¬ 
down of such item is furnished and approved. 
In any of the above cases, the additional 


items will be lettered (e), (f), etc. If a fur¬ 
ther breakdown of expenditures is desired, 
as between fixed-price and cost-plus-a-fixed- 
fee contracts or as between prime contracts 
and subcontracts or as between approved and 
unapproved subcontract settlements, this 
may be accomplished by similar procedure. 

(46) With reference to (aa). amounts “dis¬ 
allowed by the contracting agency” include 
any part of a termination claim disallowed 
pursuant to Section 13 of the Act regardless 
of whether the Borrower has taken an appeal, 
except to the extent that such appeal is 
sustained. 

Exhibit B—Paragraph 3 

(47) It is expected that In all cases the 
Borrower will exercise due diligence in filing 
termination claims as promptly as possible. 
Due to the widely varying factors involved, 
such as the number of Borrower's cancelled 
contracts and the relative simplicity or com¬ 
plexity cf preparing his claims, it is not 
deemed feasible to prescribe any uniform 
time within which claims must be filed. 
However, where the Financing Institution 
and the Borrower can agree in advance upon 
a reasonable time for filing claims, they can 
of course provide for such a limitation in 
Exhibit D. 

TJTR 952.4] 

§ 849.952-5 Application by financing 

institution for T-Loan guarantee . 

» • 

Form of September 1, 1944 

Note: Forms printed in the Federal Reg¬ 
ister are for information only, and do not 
follow the exact format prescribed by the 
issuing agency. 

Application By Financing Institution for 
T (Termination) Loan Guaranfee 

To Federal Reserve Bank of _ __ 

Fiscal Agent of the United States 


(Date) 

1. Name and location of financing institu¬ 
tion _^_ 


2 . Name and location of prospective bor¬ 
rower _1_ 


3. Maximum principal amount of loan_ 


4. Specify or describe war contracts ex¬ 
cepted from initial assignment of collateral 
pursuant to Paragraph 5 of Loan Agreement: 
(See Explanatory Note No. 28.)_ 


5. Present indebtedness of borrower to fi¬ 
nancing institution, if any, and statement as 
to whether it is proposed to refund such in¬ 
debtedness _ 


6. If a substantial portion of the stock of 
borrower or of financing institution is con¬ 
trolled by the other, or a substantial portion 
of the stock of both is controlled by the same 
interests, or if there are any officers or di¬ 
rectors common to both, describe such rela¬ 
tionship briefly_ 


7. Each copy of application should be ac¬ 
companied by: 

(a) copy of the proposed guarantee agree¬ 
ment and loan agreement, including exhibits, 

(b) copy of balance sheet and operating 
statement for latest fiscal period certified by 
borrower (audited statements to be furnished 
if available), 

(c) copy of latest available balance sheet 
and operating statement since close of fiscal 
period. 


8. (a) If borrower is a Prime Government 
war contractor, give the following informa¬ 
tion with respect to each prime contract: 



8. (b) If borrower is a Subcontractor, give 
the following Information with respect to 
each subcontract: 



9. Statement of financing institution’s 
opinion or belief with respect to each of the 
following: 

(a) whether borrower’s general war pro¬ 
duction record has been satisfactory with 
special reference to rejection experience, 

(b) borrower’s general character and rep¬ 
utation, 

(c) adequacy of accounting records and 
inventory control, 

(d) unusual aspects of financial state¬ 
ments, and 

(e) other information which financing In¬ 
stitution would ordinarily take into account 
in considering a loan to borrower, Including 
respects, if any, in which borrower’s finan¬ 
cial background has been unsatisfactory 

(Attach rider if space inadequate) 
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§ 849.953-2 Specimen application for 
immediate partial payment (reverse). 

Section V. Certificate of Applicant 

The undersigned certifies that the amount 
of his own charges (exclusive of subcon¬ 
tractors’ charges) due as of the date of this 
application and allocable to the terminated 
portion of its contract No. W-001-SC-678. 
dated Jan. 2, 1944. with Army Signal Corps, 
is not less than $100,000; that, to the best of 
applicant's knowledge, the amounts received 
are as set forth above; and that the applicant 
has not assigned any moneys payable under 
this contract, except as set forth above. 

Name of contractor: John Doe Manufac¬ 
turing Co. Date: October 11, 1944. 

Signer: G. K. MacDougall. Title: Pres¬ 
ident. 

Section VI. Recommendation of First Re¬ 
viewing Contractor 

The undersigned states that it has exam¬ 
ined this application and has considered the 
applicant's general reputation. It has no 
reason to doubt the accuracy of the informa¬ 
tion contained in this application or that the 
amount certified by the applicant as due will 
constitute a proper charge to be included 
in the undersigned's termination claim 

against -- It recommends 

that the requested partial payment be made. 

The undersigned agrees that it will 
promptly pay over to the applicant or credit 
against amounts owing from the applicant 
any amount received for the benefit of the 
applicant under this application, and that it 
will repay to the Government on demand any 
amount not so paid or credited. 

Name of contractor_ 

Date.. 

Signer__ 

Title.. 

Section VII. Recommendations of Other Re¬ 
viewing Contractors 

Each of the undersigned states that it 
has no reason to doubt that the amount of 
the partial payment requested, and recom¬ 
mended above Is due the applicant and will 
constitute a proper charge in the termina¬ 
tion claim of the undersigned. 

Each of the undersigned agrees that it will 
promptly pay over to its Immediate subcon¬ 
tractor or credit against amounts owing from 
such subcontractor any amount received for 
the benefit of the applicant under this ap¬ 
plication, and that it will reply to the Gov¬ 
ernment on demand any amount not so paid 
or credited. 

Identifi - 

Signature of cation 

officer, part - of your 

Contractor ner, or owner Date contract 

1 .. 

2 .. __ 

3. _ _ 

4. _ _ 

5. _ 

6 . ... 

INSTRUCTIONS 

1. Use of form. This application form is 
for ure by all war contractors, either prime 
contractors or subcontractors, under either 
fixed-price or cost-plus-a-fixed-fee contracts 
in obtaining partial payments on their ter¬ 
mination claims. If applicant is a cost-plus- 
a-fixed-fee contractor, the form may be so 
modified as to conform to his accounting 
system but must furnish the required cost 
lnfcrmation. 


2. Immediate partial payments based on 
estimates, (a) Where a contractor has not 
had adequate time to prepare his settlement 
proposal, an “Immediate partial payment’* 
may be requested based on the contractor’s 
estimate of his own charges. In applying for 
a payment of this type, the contractor should 
fill in the information required in column B 
of Section HI. If his accounting system Is 
not adaptable to the cost information re¬ 
quired by Section III. he should append to 
the application a comparable schedule of his 
estimated costs on such basis as his account¬ 
ing system permits. Supporting data, in¬ 
cluding financial statements, may be sub¬ 
mitted but are not required unless specifi¬ 
cally requested by the contracting agency. 

<b) The estimates need be no greater than 
the contractor believes adequate to support 
his request for partial payment. Low esti¬ 
mates furnished for the purpose of an imme¬ 
diate partial payment will in no way prejudice 
the contractor in the final settlement of his 
claim or in subsequent requests for addi¬ 
tional partial payments. Successive applica¬ 
tions for partial payments may be filed. 

3. Cost-supported partial payments. Upon 
the submission of a settlement proposal, or 
at any time thereafter. Si “cost-supported 
partial payment” may be requested based on 
the settlement proposal and accounting data 
supporting it. In applying for a payment of 
this type, the contractor should fill in the 
information required by column A of Section 
III. In addition, he should attach a copy of 
the settlement proposal. 

4. Certificate of applicant. The amount 
certified in Section V as the amount of the 
contractor’s charges should be the total that 
appears in Section HI. line 9. If some of the 
charges are cost-supported and others are 
estimated, appropriate entries may be made 
in both columns A and B. and the amount 
certified should then be the sum of the two 
figures in line 9. 

5. Property disposal credits. In stating 
costs or estimated costs, the applicant should 
not include charges with respect to property 
which he intends to retain at no cost to the 
Government. Any credits that have resulted 
from the sale or retention of property as to 
which* costs or estimated costs have been 
included in any application for a partial pay¬ 
ment on this termination claim will be en¬ 
tered in Section III, line c. 

6. Obligations to subcontractors. Atten¬ 
tion is called tq, the fact that the cost of 


Section I. This application applies to (chock one): 

H A prime contract with the Government, or 
□ Subcontract or purchase order No(s). 

with.. 

(Name of contractor who sent N’ot ice of Termination) 


(Address) 


If contractor has V, VT, or T loans or has assigned 
moneys duo under the contract, Rive name and address 
of: 

Financing Institution. None..-.— 


Guarantor 


Assignee 


delivered completed articles may not be in¬ 
cluded in the termination claim of the pro¬ 
ducer of those articles. War contractors are 
obligated to pay at the contract price for 
completed articles shipped to them by their 
subcontractors and suppliers prior to the 
termination of and in accordance with the 
provisions of the subcontracts or purchase 
orders calling for delivery of those articles. 
When necessary, prime contractors and sub¬ 
contractors should apply for partial pay¬ 
ments on their termination claims for the 
purpose of enabling them to meet such obli¬ 
gations promptly. 

7. Applications of subcontractors. Sub¬ 
contractors applying for a partial payment 
will submit this application to the contractor 
immediately above them. Unless that con¬ 
tractor has been authorized by the contract¬ 
ing agency to make a partial payment without 
obtaining specific approval In each case, he 
will attach his recommendation on the form 
provided In Section VI and forward the ap¬ 
plication through the contractors above him 
to the contracting agency. Contractors 
above the immediate reviewing contractor 
will fill in the form of recommendation set 
forth in Section VII and forward the applica¬ 
tion. If any contractor disapproves of the 
amount of the requested partial payment, or 
believes that he cannot properly sign the 
form of recommendation, he should attach a 
statement setting forth the reasons for his 
refusal to sign the form and his recommen¬ 
dation. In the case of an application for a 
cost-supported partial payment, the settle¬ 
ment proposal need not be forwarded beyond 
the first reviewing contractor unless ex¬ 
pressly requested. 

8. Signatures. A person other than an 
officer, partner, or owner may sign the appli¬ 
cation or recommendation where properly 
authorized, but in such a case, a copy of his 
authority should be attached. 

9. The Contract Settlement Act of 1944 pro¬ 
vides penalties for overstatements of 
amounts owing to the contractor in connec¬ 
tion with interim financing and for exces¬ 
sive payments (Sections 8 (d) and 9 (b)). 
Penalties for fraud are provided for in Sec¬ 
tion 19 of the act. 

When the space provided for any informa¬ 
tion is insufficient, attach separate support¬ 
ing schedules. 

r JTR 953.21 

§ 849.953-3 Specimen application for 
cost-supported partial payment (front). 


Young Manufacturing Company. 

1234 South East Street.. 

Dayton 12, Ohio... 


Govt. Agency Army Signal Corps. 

Govt. Prime Contract No. W-001-SC-100. 

Contractor’s P.cfcrence No. YB 411. 

Effective date of termination. October 4,11*44. 


Amount requested, $12,000_ - 


This is application No. 3.under this termination. 


Note: Forms printed in the Federal Register are for information only and do not follow the exact format pro¬ 
scribed by the issuing agency. 

Form Approved. (Sa Certificates nd Instruction* on Prune Side) Form 4 Office of Con- 

Bureau of the Budget No. 17-R009. tract Settlement. 

Application fob Partial Payment 

(For Use by Prime Contractor or Subcoiitractor Under Terminated War Supply Ccntract) 
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Section n. Status of Contract or Order at Effective Pate of Termination 


Products covered by terminated con¬ 
tract or purchase order 

Finished 

Unfinished or not com¬ 
menced 

Total cov¬ 
ered by 
contract 
or order 

Previously 
shipped 
and in¬ 
voiced 

On Laud 

Payment to 
be received 
through 
invoicing 

Included 
in tbb 
application 

To be com¬ 
pleted 

Not to be 
completed 

SC 322 M Instruments... 

Quad 

1,240 
1,364,000 

200 

220,000 



960 

1,056,000 

2.400 

2,640,000 




Quan....... 









___ 


Quail....... 























6ection III. Applicant's Own Termination Charges (Exclusive of his Subcontractors’ Charges) 


Item 

Date settle¬ 
ment pro¬ 
posal sub¬ 
mitted 

Date of this 
application 



Charges as 
listed in 
settlement 
proposal 

(A) 

Best estimate of 
costs Incurred 
to date of this 
application 
(Not included 
under (A)) 

(B) 

1 Acceptable finished product (at contract price)____ 

$... 

$. 

2 Work in process ........_...__ 

179,115 
94,636 
8,774 


3 Raw materials purchased parts, and supplies_..... 


4 General and administrative expense_ ___.......___ 


5 Total (sum of lines 1, 2, 3, and 4)_____....___........._ 


$282,525 
17,630 
1,080 
2,763 

$. 

6 Tools dies, jigs, fixtures, etc_...._........_......._..._ 


7 Other cost* ____ 


8 Settlement expenses _ __ 


9 Total of fines 5, 6, 7, and 8___ 


$303,998 

$. 




AMOUNTS RECEIVED 


o. Unliquidated partial, progress, and advance payments received prior to termination. 

t>. Unliquidated partial, progress, and advance payments received after termination for own use..$200.000 

c. Credits from disposal or retention of inventory included in above charges..—..... 615,567 


rf. Total (sum of lines a. 6, and e) ......$261,507 

e. Amount of partial payment requested . ... 12,000 


Name of contractor, Young Manufacturing 

Company; Date, November 20, 1944. 

Signer, Henry Myers; Title, President. 

Section V. Recommendation of First 
Reviewing Contractor 

The’ undersigned Btates that it has exam¬ 
ined this application and has considered the 
applicant’s general reputation. It has no 
reason to doubt the accuracy of the Informa¬ 
tion contained in this application or that the 
amount certified by the applicant as due will 
constitute a proper charge to be included in 
the undersigned's termination claim against 
__ It recommends that the re¬ 
quested partial payment be made. 

The undersigned agrees that it will 
promptly pay over to the applicant or credit 
against amounts owing from the applicant 
any amount received for the benefit of the 
applicant under this application, and that 
It will repay to the Government on demand 
any amount not so paid or credited. 


Name of contractor_ Date. 

Signer_-___. Title 


Section VII. Recommendations of Other 
Reviewing Contractors 

Each of the undersigned states that It has 
no reason to doubt that the amount of the 
partial payment requested, and recom¬ 
mended above is due the applicant and will 
constitute a proper charge in the termination 
claim of the undersigned. 

Each of the undersigned agrees that it will 
promptly pay over to Its immediate subcon¬ 
tractor or credit against amounts owing from 
such subcontractor any amount received for 
the benefit of the applicant under this appli¬ 
cation, and that it will repay to the Gov¬ 
ernment on demand any amount not so paid 
or credited. 

Identifl- 

Signatureof cation 

officer, part - of your 

Contractor ner , or owner Date contract 

1 .. 

2 ....... 

3. .... 

4. .. 

5. ... 


/. Total (sura of lines d and e ) 


$273,567 


INSTRUCTIONS 


Section IV. Agreement of Applicant 


Under Section 9 (b) of the Contract Settlement Act ofl&44, the amount of any partial payment made to the applicant 
in excess of the amount finally determined to be due on its termination claim shall be treated as a loan from the Govern* 
ment, payable upon demand with a penalty payable by the applicant at the rate of 6 percent per annum from the date 
oftheexwss payment to the date of re payment. Accordingly, In requesting a partial payment, the applicant recognises 
its obligation to establish promptly the amount duo and to protect the interest of the Government pending final settle¬ 
ment, and in consideration of any partial payment which may be made, agrees as follows: 

(1) Prompt Preparation of Claim .—The applicant will, with all reasonable dispatch, prepare and file its statement of 
costs and inventory lists on the prescribed forms, and will make every reasonable effort, to expedite flual settlement of 
the termination claim and the claims of its subcontractors. 

(2) Disposal and Retention of Inventory .—Whenever the amount of any proceeds hereafter received by the applicant 
on t he disposal of termination inventory, plus the cost or agreed value, as the case may be, of any termination inventory 
which the applicant hereafter elects to retain, exceeds 10 percent of the amount stated by the applicant in this applica¬ 
tion as the amount of his charges (Section III, line 9) and the amount of such credits has not been included as a receipt 
(Section III, line c). the applicant within 10 days will notify the contracting agency of the amount of credits on account 
of such inventory disposal or retention. 

(3) Repayment .—The applicant will repay to the Government upon demand, together with interest from the date of 
such demand at the rate of 6 percent per annum, the whole or any part of the partial payment to be made hereunder, if: 

(a) A statement of costs and inventory lists on the prescribed forms, as provided in subparagraph 1 above, have 
not been filed within 3 months after the receipt of the partial payment for which request is herein made, or withiu 
such extended period as may be allowed by the Government; 

(5) The contracting agency shall find that the applicant's estimate under Section III above (own costs) is over¬ 
stated by reason of the disposal or retention of termination inventory subsequent to the date of this application or 
for any other reason; 

(c) The applicant withdraws the whole or any part of its claim. 

Demand for repayment may be made under subparagraphs (6) and (c) only as to that portion of the partial payment 
that, in the opinion of the contracting ageqcy, has become excessive. 

When the space provided for any information is insufficient, attach separate supporting schedules. 


[JTR 953.3] 

§ 849.953-4 Specimen application for 
cost-supported partial payment ( re¬ 
verse ). 

Section V. Certificate of Applicant 

The undersigned certifies that the amount 
of his own charges (exclusive of subcontrac¬ 


tors’ charges) due as of the date of this ap¬ 
plication and allocable to the terminated 
portion of its contract No. W-001-SC-100 
dated July 29. 1943, wltli Army Signal Corps, 
Is not less than $303,998; that, to the best of 
applicant’s knowledge, the amounts received 
are as set forth above; and that the applicant 
has not assigned any moneys payable under 
this contract, except as set forth above. 


1. Use of form. This application form is 
for use by all war contractors, either prime 
contractors or subcontractors, under either 
fixed-price or cost-plus-a-fixed-fee contracts 
In obtaining partial payments on their termi¬ 
nation claims. If applicant is a cost-plus-a- 
flxed-fee contractor, the form may be so 
modified as to conform to his accounting 
system but must furnish the required cost 
Information. 

2. Immediate partial payments "based on 
estimates, (a) Where a contractor has not 
had adequate time to prepare his settlement 
proposal, an “immediate partial payment” 
may be requested based on the contractor’s 
estimate of his own charges. In applying for 
a payment of this type, the contractor should 
fill in the Information required in column B 
of Section III. If his accounting system is 
not adaptable to the cost information re¬ 
quired by Section III, he should append to 
the application a comparable r'Jhedule of his 
estimated costs on such basis as his account¬ 
ing system permits. Supporting data, includ¬ 
ing financial statements, may be submitted 
but are not required unless specifically re¬ 
quested by the contracting agency. 

(b) The estimates need be no greater than 
the contractor believes adequate to support 
his request for partial payment. Low esti¬ 
mates furnished for the purpose of an Im¬ 
mediate partial payment will in no way prej¬ 
udice the contractor in the final settlement 
of his claim or in subsequent requests for 
additional partial payments. Successive ap¬ 
plications for partial payments may be filed. 
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3 Cost-supported partial payments. Up¬ 
on the submission of a settlement proposal, 
or at any time thereafter, a "cost-supported 
partial payment” may be requested based on 
the settlement proposal and accounting data 
supporting it. In applying for a payment of 
this type, the contractor should fill in the 
Information required by column A of Section 
III. In addition, he should attach a copy of 
the settlement proposal. 

4. Certificate of applicant . The amount 
certified in Section V as the amount of the 
contractor’s charges should be the total that 
appears in Section m. line 9. If some of the 
charges are cost-supported and others are 
estimated, appropriate entries may be made 
in both columns A and B, and the amount 
certified should then be the sum of the two 
figures in line 9. 

5. Property disposal credits. In stating 
costs or estimated costs, the applicant should 
not include charges with respect to property 
which he intends to retain at no cost to the 
Government. Any credits that have resulted 
from the sale or retention of property as to 
which costs or estimated costs have been in¬ 
cluded in any application for a partial pay¬ 
ment on this termination claim will be en¬ 
tered in Section III, line c. 

6. Obligations to subcontractors. Atten¬ 
tion is called to the fact that the cost of 
delivered completed articles may not be in¬ 
cluded in the termination claim of the pro¬ 
ducer of those articles. War contractors are 
obligated to pay at the contract price for 
completed articles shipped to them by their 
subcontractors and suppliers prior to the 
termination of and in accordance with the 
provisions of the subcontracts or purchase or¬ 
ders calling for delivery of those articles. 
When necessary, prime contractors and sub¬ 
contractors should apply for partial pay¬ 
ments on their termination claims for the 
purpose of enabling them to meet such obli¬ 
gations promptly. 

7. Applications of subcontractors. Sub¬ 
contractors applying for a partial payment 
will submit this application to the contractor 
immediately above them. Unless that con¬ 
tractor has been authorized by the contract¬ 
ing agency to make a partial payment without 
obtaining specific approval in each case, he 
will attach his recommendation on the form 
provided in Section VI and forward the ap¬ 
plication through the contractors above him 
to the contracting agency. Contractors 
above the immediate reviewing contractor 
will fill in the form of recommendation set 
forth in Section VII and forward the appli¬ 
cation. If any contractor disapproves of the 
amount of the requested partial payment, or 
believes that he cannot properly sign the 
form of recommendation, he should attach a 
statement setting forth the reasons for his 
refusal to sign the form and his recommen¬ 
dation. In the case of an application for a 
cost-supported partial payment, the settle¬ 
ment proposal need not be forwarded beyond 
the first reviewing contractor unless ex¬ 
pressly requested. 

8. Signatures. A person other than an 
officer, partner, or owner may sign the appli¬ 
cation or recommendation where properly 
authorized, but in such a case, a copy of his 
authority should be attached. 

9. The Contract Settlement Act of 1944 
provides penalties for overstatements of 
amounts owing to the contractor in connec¬ 
tion with interim financing and for excessive 
payments (Sections 8 (d) and 9 (b). Penal- 
ties for fraud are provided for in Section 19 
of the Act. 

When the space provided for any informa¬ 
tion is insufficient, attach separate sup¬ 
porting schedules 

fJTR 953.3] 

5 849.954 Form of supplemental agree - 
vient for controlled partial payments . 

. J 1118 supplemental agreement, entered 
into pursuant to the Contract Settlement 
No. 92-16 


Act of 1944 (hereinafter called “the Act"), 
this-day of__ 194.,. be¬ 

tween the United States of America (herein¬ 
after called "the Government”) acting 
through-Department and rep¬ 
resented by - executing this 

agreement, and_ 


(hereinafter called "the Contractor"). 

Witnesseth that: 

Whereas, the Government has terminated 
for its convenience an agreement with the 

Contractor designated as Contract No__ 

dated .. 194,., hereinafter re¬ 

ferred to as "the Contract”; and 

Whereas, pursuant to the provisions of 
the Act. and the General Regulation No. 2 
issued thereunder, the Contractor has filed 
an application dated _ (herein¬ 

after referred to as "the Application”) for a 
partial payment on account of its claim 
arising from the termination of the Con¬ 
tract; and 

Whereas, the Contractor In the Applica¬ 
tion has represented to the Government, 
and does hereby represent, that according to 
his best estimate, at least the sum of 

$-la due the Contractor by reason 

of the termination of the Contract, and the 
Government desires to make a payment to 
the Contractor pending the final determina¬ 
tion of the amount payable by reason of 
such termination, [and] 

[Whereas, pursuant to the provisions of 
the Act and the regulations issued thereun¬ 
der. the following holders of subcontracts 
under the Contract have applied for partial 
payments on account of their respective 
claims arising from the termination of such 
subcontracts, such subcontractors (some¬ 
times hereinafter referred to as "the Appli¬ 
cant Subcontractors”) being listed below to¬ 
gether with a description of the subcon¬ 
tracts, and the amounts of the respective 
applications for partial payments: 


1 

Name of 
applicant 
subcon¬ 
tractor 

2 

Name of 
contractor 
of next 
higher tier 
(purchaser) 

3 

Date of 
subcon¬ 
tract, 
contract 
number, 
if any 

4 

Date of 
applica¬ 
tion 

6 

Amount 

applied 

for 







| Whereas, the Applicant Subcontractors In 
their applications have represented to the 
Government that according to their best es¬ 
timates at least the respective amounts of 
partial payments applied for are due them 
by reason of the termination of the Contract 
and the above-described subcontracts there¬ 
under.] 

[Whereas, pursuant to the provisions of 
the Act and the regulations Issued thereun¬ 
der, the Government proposes to make par¬ 
tial payments to the Applicant Subcontrac¬ 
tors. in the manner hereinafter provided, 
pending final determination of the respec¬ 
tive amounts due them, by making a partial 
payment or partial payments to the Contrac¬ 
tor on account of the claims of the Applicant 
Subcontractors and requiring that the Con¬ 
tractor shall promptly pay over such 
amounts to the Applicant Subcontractors; 
and] 

Now therefore, the parties hereto do mu¬ 
tually agree as follows: 

Article 1 . A true copy of the Application 
is attached hereto and made a part hereof: 
and the representations, agreements and 
covenants of the Contractor set forth therein 
shall be deemed to be Inducements to, and 


consideration for. the agreement of the Gov¬ 
ernment as set forth herein. 

Art. 2. Upon the submission by the Con¬ 
tractor of a proper Invoice or voucher there¬ 
for, the Government will pay to the Con¬ 
tractor, subject to the provisions of Article 3, 

the sum of $-- Upon applications 

filed by the Contractor and the submission 
of proper invoices or vouchers therefor, the 
Government may hereafter pay additional 
sums to the Contractor as partial payments 
on the Contractor’s termination claim under 
the Contract, which additional payments 
shall, at the option of the Government, be 
subject to the terms of this agreement, and 
shall [, except as provided in Article 5 
hereof,] be applied against the amount 
finally determined to be payable by the Gov¬ 
ernment to the Contractor on such termina¬ 
tion claim. 

Art. 3. All partial payments made here¬ 
under shall be made by check payable to the 
Contractor for deposit In a special bank ac¬ 
count or accounts (hereinafter referred to as 
“the Account") at a Member Bank or Banks 
of the Federal Reserve System or "an insured 
Eank" within the meaning of the Act creat¬ 
ing the Federal Deposit Insurance Corpora¬ 
tion (Act of July 23, 1935; 49 Stat. 684) as 
amended (12 USC 264). No part of such 
payments shall be mingled with other funds 
of the Contractor prior to the withdrawal 
thereof from the account as hereinafter pro¬ 
vided. Prior to the making of any partial 
payment in accordance with the terms of this 
agreement, the Contractor shall secure from 
the bank or banks in which the payment Is 
to be deposited an agreement substantially 
as follows: 

“(Letterhead of Depository Bank)” 
“(Contracting Office, 

Bureau or Service)” 

-Department 

Washington, D. C. 

Gentlemen: 

"In consideration of the depositing in an 
account with the undersigned to be desig¬ 
nated '-Controlled Termina¬ 

tion Account’, hereinafter referred to as 'the 
Account’, the amount of $__ consti¬ 
tuting a partial payment to_ 

-on its termination claim under Gov¬ 
ernment Contract No_pursuant to the 

provisions of Supplemental Agreement No. 

--dated_ 

194,_, receipt of a copy of which supple¬ 
mental agreement is hereby acknowledged, 
and of such further amounts as may from 
time to time be deposited in said account, 

the undersigned agrees to grant to_ 

-as Contracting Officer for the 

Government, or his duly authorized repre¬ 
sentative, or to such other person as the 

Secretary of the .. Department 

may designate (any of the persons men¬ 
tioned above being hereinafter Included 
within the term ‘Contracting Officer’) access 
to the books and records maintained by the 
undersigned with respect to such account 
at all reasonable times and for all reasonable 
purposes, including (but without limiting 
the generality thereof) the Inspection or 
copying of such books and records and any 
and all memoranda, checks, correspondence 
or documents appertaining thereto, and 
agrees to preserve said books and records for 
a period of five (5) years after the closing 
of said account or five (5) years after termi¬ 
nation of hostilities in the present war, 
whichever period is longer. The undersigned 
further agrees to be bound by the provisions 
of said supplemental agreement relating to 
the deposit and withdrawal of funds in the 
Account, but shall not be responsible for the 
application of funds withdrawn from eaid 
Account upon the signature and counter- 
signature filed with the Bank unless notified 
prior to such withdrawal by the Contracting 
Officer to suspend withdrawals therefrom. 
The undersigned shall act upon any written 
instructions from the Contracting Officer, 
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and shall be under no liability to any person 
for any action taken in accordance with such 
Instructions. 

“The undersigned further agrees that the 
Government shall have a lien upon the credit 
balance in the Account, which lien shall be 
superior to any lien or claim of the under¬ 
signed with respect to the Account. In the 
event of appointment of a receiver, liqui¬ 
dator, or custodian for the property, or any 
substantial portion thereof, of the Contrac¬ 
tor or any depository bank, or in the event 
of Institution with respect to the Contractor 
or such bank of any insolvency proceedings 
or the service of any writ of attachment, levy 
of execution or the commencement of other 
legal proceedings against the Account, the 
undersigned will, if it has knowledge of such 
event, promptly notify the Chief of the 

_ (Bureau or Service). of 

_____ Department, thereof. 

___Bank 


By. 


Art. 4 . Each withdrawal from the Account 
6hall be made only by check of the Contrac¬ 
tor countersigned by- as 

Contracting Officer for the Government or 
his duly authorized representative, or such 
other person as the Secretary of the 

__ Department may designate 

(any of the persons mentioned above being 
Included within the term “Contracting Offi¬ 
cer”). Such countersignature may be of 
blanket checks to cover a number of ap¬ 
proved expenditures. The Contracting Of¬ 
ficer will authorize withdrawals from the 
Account from time to time as particular 
items of cost or payments to subcontractors, 
which are included in the Contractor’s ter¬ 
mination claim, are established, but, in the 
absence of express agreement in writing, au¬ 
thorization of a withdrawal for purposes of 
payment to a subcontractor, (other than to 
an Applicant Subcontractor, 1 shall not con¬ 
stitute authorization or approval of the pay¬ 
ment to the subcontractor for purposes of 
Section 9 (b) of the Act. The amount of 
any funds paid into the Account for the 
benefit of a subcontractor by the Contractor 
will be promptly paid to such subcontractor, 
unless, and to the extent that, the Contract¬ 
ing Officer should authorize the Contractor to 
withhold and credit all or a part of such 
amount, in which case the amount so with¬ 
held shall promptly be credited to such sub¬ 
contractor. 

Art. 5. (a) Each partial payment to the 
Contractor made as provided herein shall 
be considered as payment of an amount due 
on the Contractor's termination claim under 
the terminated contract, and the interest 
payable by the Government under Section 
6 (d) of the Act upon such amount shall cease 
to accrue upon the making of such payments. 
(. except that if the amount paid to the 
Contractor for the account of any Applicant 
Subcontractor, and duly paid or credited to 
such subcontractor, should prove to be ex¬ 
cessive, the amount due the Contractor shall 
not be reduced on account of such excess, 
and the interest payable to the Contractor 
shall not cease to accrue upon 6uch excess.] 

(b) If such payments exceed the amount 
finally determined to be due on the termi¬ 
nation claim, the Contractor agrees to repay 
the excess | after deducting any excess pay¬ 
ments to Applicant Subcontractors arising 
out of payments to the Contractor for their 
account] to the Government on demand, to¬ 
gether with a penalty computed at the rate 
of 6% per annum from the date such excess 
arises to the date such excess is repaid or 
is otherwise extinguished. In the event that 
an excess payment results: 

(1) Prom a credit arising in favor of the 
Government by reason of the disposal or re¬ 
tention of property by the Contractor or any 
subcontractor [. except an Applicant Sub¬ 
contractor], such excess shall be deemed to 


have arisen at the time of such disposal or 
retention; 

(2) From payment by the Government di¬ 
rectly to a subcontractor of the termination 
claim of such subcontractor, such excess 
shall be deemed to have arisen 30 days after 
notification to the Contractor of his liability 
with respect to the claim of 6uch subcon¬ 
tractor; 

(3) From the withdrawal of a claim or a 
part thereof, such excess shall be deemed to 
have arisen when the payipent, or the por¬ 
tion thereof attributable to the part of the 
claim which was withdrawn, was made, but 
if, in the opinion of the Contracting Officer, 
the filing of the claim or the inclusion of 
the withdrawn portion was reasonable, he 
may designate the date of withdrawal as the 
date on which such excess arose. 

Art. 6. The Government shall have a first 
lien upon the balance at any time in the 
Account, superior to any lien or right of the 
bank or other person, to secure any repay¬ 
ment due to the Government ot the proper 
application of any amount thereof for the 
benefit of a subcontractor or subcontractors 
of the Contractor, as the case may be. In the 
event of appointment of a receiver, liquida¬ 
tor, or custodian for the property or any sub¬ 
stantial portion thereof, of the Contractor or 
any depository bank, or in the event of the 
institution with respect to the Contractor or 
such bank of any Insolvency proceedings, or 
the service of any writ of attachment, levy 
of execution, or the commencement of other 
legal proceedings against the Account, the 
Contractor shall promptly notify the Chief 
of the_(Bureau or Serv¬ 

ice) of such event. 

Art. 7. The Contractor hereby authorizes 
and Instructs the depository bank or banks, 
upon the written request of the Contract¬ 
ing Officer, to transfer to the Government 
the credit balance in the Account, without 
liability to any person for such transfer. 

Art. 8 . Upon final settlement of the ter¬ 
mination claim of the Contractor, any funds 
remaining in the Account which the Con¬ 
tractor is not obligated, under this Agree¬ 
ment or the final settlement agreement, to 
repay to the Government or to pay to a 
subcontractor, shall be free and clear of any 
claim of the Government whatsoever and may 
be withdrawn by the Contractor without 
countersignature or other restriction. Upon 
final settlement, the Government shall give 
prompt notice to the bank to such effect. 

In witness whereof, the parties hereto have 
executed this agreement as of the day and 
year first above written. 

The United States of America, acting 
through_Department. 


(Contractor) 

By. 

(Title) 

By. 

(Title) 

[JTR 9541 

§ 849.955 Form of agreement for sub- 
contractors* payment fund. The follow¬ 
ing form will be used in accordance with 
§ 843.364-4: 

This agreement entered into pursuant to 
the Contract Settlement Act of 1944 (here¬ 
inafter called the Act) as of this-- 

day of__ 1946. by and between 

the United States of America (hereinafter 
called the Government) represented by 

__(hereinafter called the 

Financial Contracting Officer, which term 
as used herein shall include his successor 
or duly authorized representative, and 

_a-- 

corporation (hereinafter called the Contrac¬ 
tor), 


Witnesseth that: 

Whereas the Contractor is a war contrac¬ 
tor; and 

Whereas it is deemed desirable by the par¬ 
ties to provide a fund to enable the Contrac¬ 
tor to make prompt partial and final pay¬ 
ments to its subcontractors on account of 
certain termination claims; 

Now, therefore, the parties hereto mutually 
agree as follows: 

(1) Definitions. All terms defined in the 

Act shall have the same meaning when used 
in this agreement. The term “Administra¬ 
tive Officer” shall mean-or 

his successor or duly authorized representa¬ 
tive. 

(2) Establishment of fund . The Govern¬ 

ment shall, upon receipt of a properly certi¬ 
fied voucher or vouchers, make payment or 
payments to the Contractor in the aggre¬ 
gate amount of $_-___ Such addi¬ 

tional sums may be paid to the Contractor 
hereunder as the Financial Contracting Offi¬ 
cer may approve as necessary or appropriate 
for the purposes hereof. 

(3) Special account. All payments so 
made shall be deposited in a special account 
with such bank or banks as may be selected 
by the Contractor and approved by the Ad¬ 
ministrative Officer. No part of the funds 
in the special account shall be mingled with 
other funds of the Contractor prior to with¬ 
drawal therefrom as hereinafter provided. 
The Government shall have a lien upon the 
credit balance in the special account su¬ 
perior to any lien or right of the bank or any 
other person, which lien shall secure repay¬ 
ment of amounts paid to the Contractor un¬ 
der paragraph (2) hereof. Before receiving 
any payment under paragraph (2), the Con¬ 
tractor shall transmit to the Administrative 
Officer an agreement from each bank in which 
a special account is to be established, sub¬ 
stantially in the form annexed hereto. If 
required by the Administrative Officer, with¬ 
drawals from the special account shall, upon 
notice to the depositary bank, be made sub¬ 
ject to prior written approval of the person 
designated in such notice. 

(4) Use of funds. The Contractor shall, 
subject to provisions of paragraphs (5) and 
(6) hereof, use the funds in the special ac¬ 
count to make prompt partial and final pay¬ 
ments on account of the termination claims 
of subcontractors under such of the Con¬ 
tractor’s war contracts as are prime contracts 
with the War Department and the Navy De¬ 
partment, or are subcontracts under prime 
contracts with either of such contracting 
agencies: Provided, That the Contractor shall 
not be required to use the funds in the spe¬ 
cial account to make partial or final pay¬ 
ments on account of the termination claim of 
a subcontractor, with respect to which the 
Contractor will not have a termination 
claim. The Contractor shall make partial 
payments from the special account only (1) 
upon specific approval of subcontractors’ ap¬ 
plications therefor by a property authorized 
Government representative or (ii) pur¬ 
suant to authority delegated by the Govern¬ 
ment to the Contractor to make such partial 
payments without such approval, and shall 
make final payments from the special ac¬ 
count only upon settlements which have 
been (i) approved by a properly authorized 
Government representative or (ii) made 
pursuant to authority delegated by the Gov¬ 
ernment to the Contractor. The Contractor 
6hall not use the funds in the special ac¬ 
count for any other purpose unless specifi¬ 
cally authorized by the Financial Contract¬ 
ing * Officer. 

(6) Limitation on withdrawals. The Con¬ 
tractor shall not. without the specific ap¬ 
proval of the Administrative Officer, make 
any partial or final payment from the special 
account to any subcontractor for the benefit 
of a lower-tier subcontractor if, to the 
knowledge of any director, officer or em¬ 
ployee of the Contractor having direct con- 
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trol or supervision over withdrawals from 
the special account, such subcontractor or 
any Intervening subcontractor is unable or 
unwilling to pay or credit to such lower- 
tier subcontractor any payments received 
for his benefit. 

(6) Reimbursement of fund. On or be¬ 
fore the tenth day of each quarter the Con¬ 
tractor shall, unless otherwise authorized by 
the Administrative Officer, submit partial 
payment applications, pursuant to the pro¬ 
cedures set forth in the Joint Termination 
Regulation of the War and Navy Depart¬ 
ments, covering all payments made by the 
Contractor from the special account during 
the preceding quarter and not Included in 
any settlement proposal theretofore sub¬ 
mitted. An amount equal to all payments 
received pursuant to such applications, to¬ 
gether with any amounts received by or 
credited to the Contractor upon partial or 
final settlements representing payments 
from the special account on account of sub¬ 
contractors’ claims, shall promptly upon 
such receipt or credit be deposited by the 
Contractor in the special account. If the 
Contractor uses the funds in the special ac¬ 
count to make a partial or final payment on 
the termination claim of a subcontractor on 
account of which the Contractor will not 
have a termination claim, the Contractor 
shall reimburse the special account for such 
payment on or before the tenth day of the 
following quarter. 

(7) Repayment of fund. The Contractor 
may at any time repay to the Government 
all or any part of the amounts paid to the 
Contractor by the Government under para¬ 
graph (2) hereof. The Government may at 
any time withdraw all or any part of the bal¬ 
ance in the special account by check payable 
to the Treasurer of the United States and 
signed solely by the Administrative Officer, 
the amounts so withdrawn to be applied 
against the Contractor’s obligation to repay 
to the Government the amounts paid to the 
Contractor under paragraph (2) hereof. 
Upon final and conclusive settlement of all 
of the Contractor’s prime contracts and sub¬ 
contracts with respect to which the Con¬ 
tractor has made payments from the special 
account, or within three years after the date 
of this agreement, whichever is earlier, the 
Contractor shall repay to the Government 
all amounts paid to the Contractor by the 
Government under paragraph (2) hereof and 
not theretofore repaid. The Contractor shall 
have the right to set off against its obliga¬ 
tions to make such repayment any and all 
amounts due to the Contractor from the 
Government on account of any payment 
made from the special account. 

(8) Interest . Except as provided In para¬ 
graph (11) hereof, the Contractor shall not 
be required to pay interest to the Govern¬ 
ment on account of the sums paid by the 
Government to the Contractor pursuant to 
paragraph (2) hereof. The Contractor agrees 
that no interest will be charged for Its own 
account on the amount of any termination 
claim paid from the special account for any 
period of time after such payment. 

(9) Records. The Contractor shall ob¬ 
tain and preserve appropriate evidence of 
receipt of, and adequate records with respect 
to. each partial or final payment made or 
reimbursed from the special account or de¬ 
posited therein. The Contractor shall, upon 
request, furnish to the Government the orig¬ 
inal of any subcontractor’s application for 
a partial payment, the original evidence of 
receipt for any partial or final payment made 
or reimbursed from the special account, and 
a report In reasonable detail as to the In¬ 
formation contained in such records. 


(10) Reports. On or before the tenth day 
of each month the Contractor shall furnish 
to the Administrative Officer, a report setting 
forth In such reasonable detail as the Ad¬ 
ministrative Officer may require the amount 
in the special account at the end of the pre¬ 
ceding month and the amounts deposited In 
and withdrawn from the account during 
such month. The Contractor shall also re¬ 
port with respect to any partial payment 
previously made by the Contractor from the 
special account which has. during the pre¬ 
ceding month, proved to be in excess of the 
amount finally determined to be due on the 
termination claim of the subcontractor to 
whom or for whose benefit such partial pay¬ 
ment was made. The Contractor shall from 
time to time furnish such financial state¬ 
ments as the Administrative Officer may re¬ 
quest. 

(11) Default. Upon default by the Con¬ 
tractor in (a) making repayment as pro¬ 
vided in paragraph (7) hereof, (b) observ¬ 
ance of the covenants or conditions of para¬ 
graphs (4) or (6) hereof, and continuance of 
such default for a period of five days after 
written notice to the Contractor from the 
Government, or (c) observance of any of the 
other covenants or conditions of this agree¬ 
ment, and continuance of such default for a 
period of fifteen days after written notice to 
the Contractor from the Government, or (d) 
upon appointment of a trustee, receiver or 
liquidator for all or a substantial part of the 
Contractor's property, or institution of any 
insolvency, bankruptcy, reorganization, ar¬ 
rangement or liquidation proceedings by or 
against the Contractor, then and in any such 
event the total amount paid to the Con¬ 
tractor by the Government'under paragraph 
(2) hereof and not theretofore repaid shall 
become immediately due and payable to the 
Government without further notice or de¬ 
mand, and shall thereafter bear interest at 
the rate of six percent per annum until paid. 

(12) Officials not to benefit. No member 
of or delegate 4:o Congress or resident com¬ 
missioner shall be admitted to any share or 
part of this agreement or to any benefit that 
may arise therefrom, but this provision shall 
not be construed to extend to this agreement 
if made with a corporation for its general 
benefit. 

In witness whereof, etc. 

Form of Bank Agreement Required by Para¬ 
graph (3) of Agreement for Subcontrac¬ 
tors’ Payment Fund 

(Letterhead of Depositary Bank) 

(Date). 

In consideration of the making of payments 

by the Government to_ 

pursuant to the provisions of contract No. 

-- dated-- receipt 

of a copy of which is hereby acknowledged, 
and the depositing of such payments, in 
whole or in part, in an account with the un¬ 
dersigned to be designated “_ 


This proposal applies to (check one): 

□ A prime contract with tho Government, or 
E Subcontract or purchase order No. (x) HM 20022B, 
with Reliable Manufacturing Co. 777 Fisher 
Road, Chicago 28, Illinois. 

If moneys payable under the contract have been' as¬ 
signed, give name and address of assignee First Bank 
and Trust Co., Dearborn 12, Michigan. 


-Special 

Subcontractors’ Payment Account”, the un¬ 
dersigned hereby agrees to grant to the Ad¬ 
ministrative Officer (as defined in such con¬ 
tract) access to the books and records main¬ 
tained by the undersigned with respect to 
such account at all reasonable times and for 
all reasonable purposes, including (but with¬ 
out limiting the generality thereof) the in¬ 
spection or copying of such books and rec¬ 
ords and any and all memoranda, correspond¬ 
ence or documents appertaining thereto, and 
agrees to preserve said books and records as 
required by Section 19 of the Contract Set¬ 
tlement Act of 1944. The undersigned agrees 
to be bound by the provisions of said con¬ 
tract relating to the deposit and withdrawal 
of funds in the Special Account, but shall 
not be responsible for the application of 
funds withdrawn from said account. 

The undersigned agrees that the Govern¬ 
ment shall have a lien upon the credit bal¬ 
ance in said account to secure repayment of 
amounts paid to the Contractor by the Gov¬ 
ernment under paragraph (2) of said con¬ 
tract, which lien shall be superior to any 
lien or claim of the undersigned with respect 
to such account. In the event of the service 
of any writ of attachment, levy of execution 
or commencement of garnishment proceed¬ 
ings with respect to the Special Account, the 
undersigned will promptly notify the Admin¬ 
istrative Officer thereof. 

-Bank 

By... 

tJTR 955] 

SUBPART F—FORMS FOR SETTLEMENT 
PROPOSALS 

§ 849.960 Scope, (a) This subpart 
contains the standard contract settle¬ 
ment proposal forms with instructions 
for their use and other settlement pro¬ 
posal forms. 

(b) The standard forms have been 
filled out with hypothetical data. How¬ 
ever, it must be clearly understood that 
the figures and names are provided only 
to illustrate the use of the forms, and the 
amounts and relationships shown are not 
significant. Furthermore, the methods 
shown of arriving at some of the charges 
were selected from several acceptable 
methods. Other acceptable methods are 
equally available and may be more suit¬ 
able under given circumstances. In re¬ 
gard to the description column of the in¬ 
ventory schedules the amount of infor¬ 
mation required will vary considerably 
to meet the disposal officer’s needs. 
fJTR 9601 

§ 849.961 Specimen proposal on Short 
Form (Form la). tJTR 961] 

§ 849.961-1 Form la (front). 


Small Manufacturing Company, 

717 West Avenue, 

Dearborn II, Michigan. 

Govt. Agency Army-Ordnance. 

Govt. .Prime Contract No. W-210-Ord-2$0. 
Contractor's Reference No. O 28. 

Effective date of termination October 4,1944. 


Note: Forms printed in the Federal Register are for information only, and do not follow the exact format pre 
scribed by the issuing agency. 

Form Approved. p orm la 

Budget Bureau No. 17-R002. Office of Contract Settlement 

Short Form Settlement Proposal 

For Use by Prime Contractor or Subcontractor Under Terminated Fixed-Price War Supply Contract 
To be used only w here you propose to retain or dispose of all inventory (items 1 and 2) and amount of your net proposal 

(item 6) is less than $1,000 
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FEDERAL REGISTER, Wednesday, May 9, 1945 


Schedule E— Settlement Expenses (Item 12) 5 849.962-3 Certificate for termina - 

Item 

Explanation 

Amount 

uua luuwiriui y dCYtuuuYea. 

Leave Blank _ 

Young Manufacturing Company, Settle- 



432 

57 

1,742 

532 

2,703 

ment Proposal — Contract W-001-sc-100, 
Termination Inventory Schedule Certifi¬ 
cate 

/ 

The contractor hereby certifies that the 
attached Termination Inventory Schedules, 
pages 1 to 43. Inclusive, have been prepared 



Cost of taking Inventory. 

Charges for clerical help from termina¬ 
tion unit. 

Total item no. 32 of summary. 


Schedule F— Settlements Witii Immediate Subcontractors and Suppliers (Item 14) that the Inventory described therein is alio- 

Name ami address of Subcontractor 

Brief description of product canceled 

Amount of 
Settlement 

taMlU viiV VII • 

Leave Blank cated at the places specified: that the quan- 

* titles are not in excess of the reasonable 

Electronic Research Co., 1939 Factory 
St., Buffalo, N. Y. 

National Wire Inc., 1443 W. St., Pitts¬ 
burgh, Pa. 

Sump Pump Co., 2000 Hill St.. Jack- 
son, Mich. 

Total item no. 14 of summary- 

Dynamotors 6V; ip Type D400 (paid Nov. 
10,1944). 

Wire, bare phosphor bronze #12 YB (paid 
Oct. 26, 1944). 

Circuit breakers 2 Volt Type, 104D (unpaid). 

5,222 

60 

2,025 

7,297 

quanutatrve rccjuireiiicuis ux vuc icriniiia* 
tion portion of the contract: and that the 
prices shown In column 8 (contractor’s offer, 
or proceeds of authorized sale) are fair and 
reasonable and comply with Government 
price regulations. 

TT s attached Schedules constitute the 
contractor’s statement showlne the materials 

Schedule G—-Disposal or Other Credits (Item 18) claimed to be termination Inventory which. 

.if not otherwise disposed of, the contractor 

Description 

Amount 

- v Blink desires to have removed by the Government 

cn ' within 60 days from receipt hereof by the 

Total from column 8—Form 2a.-.—-- 

Total from column 8— Form 2b (Raw Materials)... 

Total from column 8—Form 2b (Purchased Parts).—. 

Total from column 8— Form 2b (Finished Components)..-. 

Total from column 8— Form 2c.— 

Total from column 8—Form 2d.-. 

Sale of facility—See Schedule B, above......--- 

Total item No. 18 of summary—.—.—.*- 

(If practicable, show separately amount of disposal credits applicable to acceptable fin¬ 
ished product included In Item 16) 

19,370 
17.360 
13,075 
1,027 
8,875 
1.020 
250 

61, 5G7 

Government, or- such shorter period as may 
be prescribed under the Contract Settlement 
Act of 1944. or such other period as may be 
agreed up6n. Subject to such prior disposi¬ 
tion, title to such materials is hereby ten¬ 
dered to the Government and is warranted to 
be free and clear of all liens and encum¬ 
brances. 

Upon request of the Government, the con- 

trnrtnr will negotiate to store at the Govern- 

Schedule H— Partial, advance or Progress Payments (Item 19) ment’s expense all or part of the Inventory 

listed in the attached Schedules. 

Dato 

Explanation 

Amount 

Leave Blank Young Manufacturing Company, 

October 30, 1944. 

November lfi, 1944__ 

Partial payment. 

Partial payment.... .. 

100,000 

100,000 

200,000 

By henry Mi ees, rresior/ii. 

The supervisory accounting official is: 

J. Gilon, Controller, 

Total—item No. 19 of summary... 


November 20 1044 

When the space provided for any information is insufficient, attach separate supporting schedules. 

[JTR 962.2] [JTR 962.3] 
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FEDERAL REGISTER, Wednesday, May 9, 1945 

§ 849.962-4 Termination Inventory Schedule Form 2a (Metals). 

Note: Forms printed In the Federal Register are for Information only, and do not follow the exact format proscribed by the issuing agency. 

Form Approved. Termination' Inventory Schedule—Metals (In Mill Product Form) 

Budget Bureau No. 17-R004. 

(Use Form 2b for castings and forgings) 

This schedule applies to (check one): Property Classification ! nr(iom 

H A prime contract with the govt., or □ Subcon tract (s) or purchase order(s) (See Instruct Ions) i ™ 

with .. . 

(Nane of contractor who sent Notice of Termination) Young Manufacturing Company. 

....... . ..(AddressV . 1231 Sou,h Eflst 8twt 

for....................... .. Dayton 12, Ohio. 

(Product covered by terminated contract or order) " Location of material: Some. 

Govt. Prime Contract No. W-OOl-sc-lOO. Contractor’s Ref. No. YB411. 


5293 


Form 2.1 

Office of Contract Settlement 


Leave 

Blank 


Item 

No. 


0 ) 


Form, Shape, Roll¬ 
ing treatment. 
Where applicable, 
type of edge 


(Example: UR colled 
strip. C’R flat sheets 
hex rod tubing in 
straight lengths, etc.; 
slit edge, rouuded 
edge, etc.) 


( 2 a) 


Heat treatment, 
Temper, Hardness, 
Finish, etc. 


(Example: An¬ 
nealed and pickled, 
h hard, polished, 
etc.) 


( 2 b) 


Specifications, and 
Alloy or other Variable 
Designation In the 
Specification 


(Example: 0&-T-951-I) 
B16-42, Alloy 7, Grade B) 


(2c) 


Dimensions 


Thick 

ness 


Wail 
for tub¬ 
ing, 
class 
for pipe, 
type 
for cop- 
per 
water 
tube 


( 2 d) 


Width 


O. D. 

for 
tube, 
diame¬ 
ter of 
rod, 
sixefor 
pipe; 
mfrs. 
die No. 
for ex¬ 
truded 
shapes 

(2e) 


Length 


Ft. In 


(20 


Con- 
d it ion 
(Use 
Code. 
See 
In- 
struc- 
tions) 


(3) 


Quan¬ 

tity 


(4) 


Unit 

of 

meas¬ 

ure 


(4a) 


Cost 


Unit 


(5) 


Total 


( 6 ) 


.Scrap 

recom¬ 

mend¬ 

ed 


(7) 


Con¬ 
trac¬ 
tor’s 
offer 
(C), or 
Pro¬ 
ceeds 
of au¬ 
thor- 
ized 
sale 
(A)* 


( 8 ) 


Leave 

Blank 


HR coflcd strip, silt 
edge. 

CR flat sheet, sawed 
edges. 

Hard drawn round 
wire in coils. 

Seamless tubo (colls). 

6 % P. S. pipe.. 


H hard, plain 
pickled. 

Hard, polished 
one side. 

HD. 


Soft... 

Scmlannealed_ 


U. S. Army 57 160 R. L. 
Br. 

.....do. 


.0126" 

.125' 


ASTM. B-134-42T al¬ 
loy 3. 

Navy 44T15b Gr. 1_ 

Fed. WW-P351 extra 
GrA, ex strong heavy. 

Total—Page 1 . 

Total—Pages 2 through 6 

Total item No. 1 of Form 

1 . 

Carried forward to 
Schedule G-Form 1 . 


. 022 " 


6 " 

24" 

.032" 

.312" 


lb. 


42 

coils 

6 


6600 0 
(20 lbs.) 
coils 


coils 

12 


NI 

Nl 

Nl 

N3 

NI 


1,462 

6.600 

2 , 000 : 


10,000 
(77# lb.) 
7,200 


lb.... 

lb_ 

lb_ 

ft.... 

ft.... 


.195 

.415 

.230 

.395 

.451 


285 

2,324 

4G0 

307 

3,247 


285 A 
1,860 C 


150 C 
500 lbs. 


6,623 
21,802 


2,295 

17,075 


28, 425 


19,370 


Ed. Note: In respect to all Inventory schedules—Instead of the form of summary shown here, where necessary there will be a separate summary sheet listing the page totals 
of columns 6 and 8 tiemg In with the amounts shown on Form 1 . 

1 Uso col. 8 for contractor's offer and for proceeds of an authorized salo. Indicate former by "C" and latter by “A" after dollar amount. Show uuantity (on a second hue) 
if less than col. 4. 

Page 1 of 43 pages. 

Note: See Instructions, par 25, concerning certificate. 

See Instructions, par. 26, concerning Govt, owned property. 

[JTR 962.4] # 
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FEDERAL REGISTER, Wednesday, May 9, 1945 


§ 849.962-5 Termination Inventory Schedule Form 2b (Rato materials). 

Note: Forms printed in tbo Federal Hecisteb are tor information only, and do not follow the exact format prescribed by tbc Issuing agency. 

Form Approved. Termination Inventory Schedule 

Budget Bureau No. 17-R005. 

E Raw materials □ Purchased parts D Finished components □ Finished product □ Miseellanco is 
(Other Than Metals) 

This schedule applies to (check one): . . ... 

B A prime contract with the govt., or □ Subcontract(s) or purchase ordcr(s) 

(Name of contractor who sent Notice of Termination) 


Form 2b 
Office of Contract Settlement 


(Address) 


for 


(Product Covered by terminated contract or order) 

Govt. Prime Contract No. W-OOl-sc-lGO Contractor's Ref. No. ^ B411 


Property Classification/. 

(See Instructions) (Plastics (Primory Forms) 
Young Manufacturing Company 
1234 South East Street 
Dayton 12 , Ohio 
Location of material: Same 


Leave 

blank 


Item 

No. 


( 1 ) 


DESCRIPTION t . 

If property has commercial value, furnish full commercial description (see Instructions). 
Otherwise, furnish description sufficient to euablo contracting officer to determine 


Otherwise, furnish description 

appropriate disposition thereof. _ . . 

Where practicable, show manufacturer's name, address, and catalog 
No. Where cols. 2 a and 2 b are not applicable, write across dotted 
lines. 


( 2 ) 


Govt, 
part or 
Draw- 
ing No. 
and 
Rev. 
No. 
( 2 a) 


now 

packed 

(Bulk, 

bbls., 

crates, 

(etc.,) 

(2b) 


Polystyrene Rod-Exphenolite #S72D, W diameter 2 'G" lengths—Exphenolite Co. 

Ptfiystyreni* ^ets-Exphenolite #872E, Me" x 12 " i Ifl^ExpluinoUW Co... .II-1.1.. 

Polystyrene Sheets-Exphenolite#872D, W x 4" x 4''Exphenolite Co. . ... 

Polystyrene Tube-Exphenolitc #93 X, 1 W' O. D. W all x IS Exphenolite Co. 
Polystyrene Strip-Exphenolite #S2R. \U" x W x 12" Exphenolite Co. 


Polystyrene Strip-Exphenolite #S2R, 

Total—page 7 
Total—pages 8 and 9 

Total item No. 2 of Form 1 

Carried forward to Schedule G-Form 1 


Condi¬ 
tion 
(Use 
code. 
See in¬ 
struc¬ 
tions) 


(3) 


Quan¬ 

tity 


(4) 


Ni 

420 

ft. 

N1 

76 

pcs. 

Nl 

362 

lies. 

Nl 

75 

ft. 

Nl 

251 

ft. 


Unit of 
meas¬ 
ure 


(4a) 


COST 
(For finished 
product, show 
contract price 
instead of cost) 


Unit 


(5) 


.40 

11.20 

.93 

2.33 


Total 


( 6 ) 


108 

840 

327 

174 

95 


1.004 
19.899 


21,503 


S - 

Scrap 

recom¬ 

mended 


(7) 


Contrac¬ 

tor’s 

offer (C), 
or Pro¬ 
ceeds of 
author¬ 
ised sale 
(A ) 1 


( 8 ) 


840A 

327A 


1,107 
16,183 


17,350 


Leave 

blank 


iorm«by C “b"Su»fSSw > l^ , '‘A^?ftiadSiw t amoUBt ?oaewad I 7 of 43 I N °* tS 1SKE & % S»ed prepare,, 

line) if less than col. 4. ’ • 

[JTR 962.5] 

§ 849.962-6 Termination Inventory Schedule Form 2b (Purchased parts). 

Note: Forms printed in the Federal Register are for information only, and do not follow the exact format prescribed by the issuing agency. 

Budget femeltfNo 17-R005. Termination Inventory Schedule 

□ Raw materials (other than metals) B Purchased parts □ Finished components □ Finished product □ Miscellaneous 

Property classificationfCapacltors. 

(See instructions) \... 

Young Manufacturing Company 

* (Name of contractor who sent Notice of T crmin&t ion) i ^ytmU2.^Ohio 8 *"** 

"(Address)...* Location of material, Samo. 

for.... 


Form 2b 
Office of contract settlement 


8 ^»S& 1 °tb ( ^Eor.! : or □ Subcontract or purchase orderfs) with ''(»*"> 


(Product covered by terminated contract or order) 

Govt. Prime Contract No. W-OOl-sc-lOO Contractor’s Ref. No. \B411. 


Leave 

blank 

Item 

No. 

DESCRIPTION . * 

If property has commercial value, furnish full commercial description 
(see Instructions). Otherwise, furnish description sufficient to 
enable contracting officer to determine appropriate disposition 
thereof. . .. . . . 

Where practicable, show manufacturer « name, address, and catalog 
No. Where cols. 2 a and 2 b aro not applicable, write across dotted 
lines. 

Govt, 
part or 
Draw¬ 
ing No. 
and 

How 

packet] 

(bulk, 

bbls., 

crates. 

etc.) 

Con¬ 
dition 
(use 
code, 
see In¬ 

Quan¬ 

tity 

Unit 

of 

meas¬ 

ure 

Cost 

(For finished 
product , show 
contract price 
instead of cost) 

S= 

Scrap 

recom¬ 

mended 

Contrac¬ 
tor’s 
offer 
(C),or 
proceeds 
of au¬ 

Leave 

blank 



Rev. 

No. 

struc¬ 

tions) 


Unit 

Total 


thorized 
sale (A ) 1 



( 1 ) 

( 2 ) 

( 2 a) 

( 2 b) 

(3) 

(4) 

(4a) 

( 6 ) 

(6) 

(7) 

(8) 

. 



A tvtmfrl* AAH VDflW* molded C&St 1 * 


Box 

Nl 

250 

pcs.... 

.60 

160 


135 C 



1 

l ftPftCllOr UXCG, u IIlZUlU, xo/o IulUi, (AM » n I ^viuyu vw, 

iH«" Ig x wide x 'H*'' thick, two 1H« lg #20 axial tinned 

brass leads. S. A O. Electric Co., Chicago, type IC-161. 

Pnt.o,.i«A». flvA/L fi i IflCT Xf{oa> IIMmI VhCW' niftMpfl CAST - 


60. 

Box 

200 

!5 

.90 

180 


1 0 A 



2 

vftpftclior iimki, o inixiin xiu/b iwu f u, tuuiuttj » 

*H*” lg x wide x Me" thick, two 2 W' lg .031" dia. 'Wire leads. 

S. & C. Electric Co., type C280. , T „ _ 

Capacitor: Variable; Air, 6.5 to 140 mrnfd (antenna tuning) J. b. Doe 
Co., Dayton, Ohio, dwg-18A3504. 

Capacitor; fixed paper: single section 60,000 mmfd; ± 10 %; 200 \ DC W ; 

two » lg wire leads; J. S. Doe Co., dwg#C 18420. 

Capacitor, fixed paper; 10,000 mmfd, 250 VDCW; ±10%, Hermeti¬ 
cally sealed; mineral oil impregnated metal case, l»Me" lg * l W\ 
wide x i?ic" thick; two long solder lug terminals spaced 2 " 

apart. S. A C. Electric Co., type #C 8 ll. 


100 . 

Box 

10 . 

Box 

• 

Nl 

63 

!! 

10.00 

530 





3 


Nl 

600 

M 

.40 

200 


40 C 

• 


4 


100 . 

Box 

Nl 

800 


L 03 

824 


100 pcs. 



6 


doz. 












1,884 
23, 426 


355 
13.320 











26.309 















13,675 



i Use col. 8 for contractor’s offer and for proceeds of an authorised sale. Page 10 of 43 pages. Note. Pee fj^uct ons, par. 25, coj^rn nR property. 

Indicate former by "C” and latter by "A* after dollar amount. Show See Instructions, par. 26, concerning Oou. ownea property, 

quantity (on second line) if less than col. 4. 1 I. 

[JTR 962.63 
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I 849.962-7 Termination Inventory Schedule Form 2b (Finished components). 

Note: Forms printed in the Federal Register are for Information only, and do not follow the exact format prescribed by the Issuing agency. 

Form Approved. Termination Investor? Schedule Form 2b 

Budget Bureau No. 17-R005. # Office of Contract Settlement 

□ Raw Materials (other than metals) □ Purchased parts E Finished com* Property classification f No commercial value. 

ponents □ Finished product □ Miscellaneous (See instructions) L...... 

This schedule applies to (check one): Young Manufacturing Company 

H A prime contract with the govt., or □ Subcontracts (s) or purchase order(s) with. 1234 South East Street 

.-.. Dayton 12, Ohio 

(Name of contractor who sent Notice of Termination) Location of material: Sama, 

(Address) 

for.—..... 

(Product covered by terminated contract or order) 

Govt. Prime Contract No. W- 001 -?c- 100 . Contractor’s Ref. No. YB4U. 


Leave 

blank 



Description 

If property has commercial value, furnish full commercial description (see Instructions). 
Otherwise, furnish description sufficient to enable contracting officer to determine 

appropriate disposition thereof. _ 

Where practicable, show manufacturer’s name, address, and 
catalog No. Where cols. 2a and 2b are not applicable, write 
across dotted lines. 


( 2 ) 


Govt, part 
or drawing 
No. and 
Rev. No. 


( 2 a) 


How 

packed 

(Bulk. 

bids., 

crates, 

etc. 

( 2 b) 


Con¬ 

dition 

(Use 

code. 

See 

instruc¬ 

tions) 


(3) 


Quan¬ 

tity 


(4) 


Unit of 
measure 


(4a) 


Cost 

(For finished 
product show 
contract price 
instead of 
cost.) 


S- 

Scrap 

recom¬ 

mended 


Unit 

( 6 ) 


Total 

(€) 


(7) 


Contrac¬ 
tor’s offer 
(C) or 
proceeds 
of author¬ 
ized sale 
(A) • 


( 8 ) 


Leave 

blank 


D-2496 Bracket. Brass. 

D-2S49 Collar, Steel. 

D-8392 Frame. Alum. 

D-OT47 Connector, Copper. 

D-756 Insulator, Mica. 

D-718 Front Panel, Plastic... 

D-9301 Unit Support, Mixed Metal. 
Assorted Clamps. 


A 49863-1. 
A 632B-2. 
B 11202-4 . 
A 49021-B. 
A 4982-3.. 
A 829-2.... 
A 429-X... 


900 

520 

250 

2,200 

911 

75 

820 

80 


pcs. 

pcs. 

pcs. 

pcs. 

pcs. 

pcs. 


.00 
1.10 
1.47 
.20 
.38 
2.20 
3.05 


540 
572 
308 
440 
340 
1G5 
1 , 108 
53 


S 

8 

8 

8 


Total page 15.. 

Total pages 16 through 20... 

Total item no. 4 of Form l.. 


3,052 

15,747 


1,027 


19,399 


Carried forward to schedule G-Form 1_ 


1,027 


Ed. Note: This schedule illustrates the type of limited description which may be appropriate for items in the “No Commercial Value” classification. Contrast 
the full description and classification required for items which do have “Commercial Value,” illustrated on preceding schedule. See pars. 15 and 18*of the 
Instructions, and pars. 3 and 9 of Appendix A thereto. 


C” and latter by “A” after dollar amount. Show quantity (on a second line) 


1 Use of col. 8 for contractor's offer and for proceeds of an authorized sale. Indicate former by ’ 
if less th 3 ii col. 4. 

Page 15 of 43 pages. 

Note Sec Instructions, par. 25, concerning certificate. 

See Instructions, par. 20. concerning Govt, owned property. 

IJTR 862.7] 

§ 849.962-8 Termination Inventory Schedule Form 2c (Work-in-process). 

Note: Forms printed in the Federal Register are for information only, and do not follow the exact format prescribed by the issuing agency. 
Form Approved. Termination Inventory Schedule—Work In Process 


Budget Bureau No. 17-R006. 


Form 2e 

Office of Contract Settlement 


This schedule applies to (check one): Young Manufacturing Company. 

0 A prime contract with the govt., or □ Subcontract^) or purchase order(s) with 1234 South East Street, 

.. Dayton 12, Ohio. 

(Name of Contractor who scut Notice of Termination) Location of material: Same. 


for. 


(Address) 


(Product covered by terminated contract or order) 

Qovt. Prime Contract No. W-001-sc-lOO. Contractor’s Ref. No. YB411. 


COST 


Leave 

Blank 


Item 

No. 


DESCRIPTION 

If property has commercial value, furnish full commercial description. 
Otherwise furnish description sufficient to enable contracting officer to de¬ 
termine appropriate disiiosition thereof. 


Estimated 

Weight 


( 1 ) 


( 2 ) 


( 2 a) 


Quan¬ 

tity 


(4) 


Unit 

of 

Mean- 

tire 


(4a) 


(Information in 
Col. fi need not 
be given if not 
reasonably 
available 


Unit Total 

(5) ( 6 ) 


1 

2 

3 

4 

5 

6 


D49805-2 Rod l %i" yellow brass threaded drilled; random lengths 21" to 36". 

1)47923 Capacitor bracket, 2" x W CR steel, 90% complete. 

F 19624-3 Door assembly mixed steel, copper and plastic, 60% complete. 

D4633 Steel yokes—80% complete. 

D9276 Armature assembly— 66 % complete.—. 

F 1896-3 Star wheel assembly, mixed steel and brass, 75% complete. 


347 lbs. 
410 lbs. 
210 lbs. 
018 lbs. 
330 lbs. 
GOOlbs. 


619 

507 

41 

6,000 

180 

80 


pcs, 

pcs. 

pcs. 

pcs. 

po¬ 

pes. 


0.18 

.98 

11.90 


8.20 
125.40 


111 

497 

488 

180 

1,470 

3.762 


Total page 21 . 

Total pages 22 through 38.. 

Total item no. 6 of Form 1. 

Carried forward to Schedule G—Form 1 


6,514 
172,601 


179,115 


s» 

Scrap 

recom¬ 

mended 

(7) 

Con¬ 
tractor's 
offer 
(C).or 
Proceeds 
of author¬ 
ized sale 
(A)* 

( 8 ) 


4-1 C 

8 

2 A 

S 


S 

3 A 


738 C 

S 



787 


8,088 




8,875 


I^ave 

Blank 


, » Use col. 8 for contractor’s offer and for proceeds of an authorized sale. Indicate former by “C“ and latter by “A” after dollar amount. Show quantity (on a Second line) 
If less than col. 4. 


Page 21 of 43 pages. 

Note: See Instructions, par 25, concerning certificate. 

Sec Instructions, par. 26* concerning Oovt. owned property. 

[JTR C62.8] 















































































































5298 


FEDERAL REGISTER, Wednesday, May 9, 1945 


§ 849.962-9 Termination Inventory Schedule 2d (Dies, Jigs, Fixtures, etc.). 

Not*: Forms printed in the Federal Register are for information only, and do not follow tins exact format prescribed by the issuing sgcncy. 


Form Approved. 

Budget Bureau No. 17-R007. 


Termination Inventory Schedule 
|Dics, Jigs, Fixtures, etc,, and Special Tools] 


Form 2d 

Office of Contract Settlement 


This schedule applies to check one): ;.. . ...... 

B A prime contract with the govt.,.or □ Subcontract(s) or purchase ordcr(s) with 

— (Xatne of contractorVho sent Notice of Termination) 

(Address) 

.( Product covered by terminated coni ract or order) _ 

Govt. Prime Contract No. W-OOl sc-100. Contractor's Kef. No. YB411. 


r Class idealIon l^° Commercial Value C2). 


Property Cl 

(Sec instructions) [ 

Young Manufacturing Company, 
1234 South East Street, 

Dayton 12, Ohio. 

Location of material: Same. 




Description 

If property has commercial value, furnish' full commercial description. 
Otherwise furnish description sufficient to enable contracting officer to 
determine appropriate disposition thereof. v . 

Where practicable, show manufacturer’s name, address, and catalog No. 

Condi¬ 

tion 

(Use 

Code. 

8 e© 

Instruc¬ 

tions) 


. Cost 

Cost applicable 
to this contract 

S- 

Scrap 

recom¬ 

mend¬ 

ed 

Contrac¬ 

tor’s 


Leave 

blank 

Item 

No. 

Quan¬ 

tity 

Unit 

Total 

To 

entire 

con¬ 

tract 

To 

portion 
not to 
be 

com¬ 

pleted 

offer 
(C), or 
proreeds 
of auth¬ 
orized 
sale (A ) 1 2 3 4 * 6 7 * * 10 11 * 13 14 15 

Leave 

blank 


(1) 

(2) 

(3) 

(4) 

(5) 

( 6 ) 

( 6 a) 

( 6 b) 

(7) 

(8) 



1 

O 

r'nmnAiitiTl >lip fnr iirtTiii t nro «tnn dwe 7654 

63 

2 

415 

830 

830 

332 

S 




Pinrpiiiff dip for Yoke, dwe 87U5. .... 

03 

2 

210 

420 

420 

168 

8 

3 A 



A 

id DnrfnriD/i 111 X* C/irm din fnr Hkf flwcr 044 _ __ 

03 

2 

550 

1,100 

600 

240 

s 




3 

A 

nrill iin fnr lir.lrL'n) Hffi? 04211 _ __ 

04 

1 

130 

130 

130 

52 

s 




*1 

E 

Totmiiur Hvhiro fnr v/iLtp 4&£4*2 _ 

E 2 

3 

40 

120 

120 

48 

8 




D 

o 

Reforming fixture for bracket #962.-. 

K4 

2 

55 

no 

110 

44 

S 

2 A 








2,710 

2,210 

884 


5 

(!) 







50.282 

41,865 

16,740 


1,015 

(1) 







52,992 

44.075 

17,630 











1,020 

(1) 













Ed. Note 1: The disposal credit in thir. case resulted from the sale or retention of items^ 100 % applicable to this contract. . „ orc ., an . 1fl nf 

Ed. Note 2: This schedule illustrates the limited description which may be appropriate for items in the “No Commercial Value classification. See pars. 15 and 18 of the 
Instructions and 3 and 11 of Appeudix A. 

i Use col. 8 for contractor’s offer and for proceeds of an authorized sale. Indicate former by “C“ and latter by “A” after dollar amount. Show quantity (on a second line) 
if less t han col. 4. 

Page 39 of 43 pages. 

Note: See Instructions, par. 25, concerning certificate. See Instructions, par. 26, concerning Govt, owned property. 

fJTR 962.9] 

§ 849.962.10 Schedule of Accounting Information (Form 3). 

Note: Forms printed in the Federal Register are for information only and do not follow the exact format pre¬ 
scribed by the issuing agency. 


Form approved. 

Budget Bureau No. 17-R008. 


Schedule of Accounting Information 


Form 3 

Office of Contract Settlement 


This proposal applies to (check one): 

B A prime contract with the Government, or 
□ Subcontract or purchase order No.(s). 

with...-.- 

* (Name and address of contractor who sent Notice of 
Termination) 


(Company) Young Manufacturing Company. 
(Street address) 1234 South East Street. 

(City) (State) Dayton 12 , Ohio. 

Government Agency: Army-Signal Corps. 

Govt. Prime Contract No. W-001-sc-100. 
Contractor’s Reference No. YB411. 

Effective date of termination: October 4,1944. 


1. Furnish name, title, address, and telephone number of an individual in your organization from whom addi¬ 
tional information may be requested on questions relating to ( 1 ) accounting matters; ( 2 ) property disposal: 

( 1 ) Mr. Howard J. Gillan, Controller, above address, Fulton 6000, Ext. 384. 

( 2 ) Mr. G. K. Nelson, Vice President, above address, Fulton 6000, Ext. 760. 

2. Arc the accounts of the contractor subject to regular periodic examination by Independent public accountants? 

Yes 0 Nod. Dawson & Dawson, Dayton, Ohio. _ _ , . . 

3. Furnish the name and address of any accountants who have reviewed or assisted In the preparation of the 

attached projiosal. None. . ,, _ , , . . .. 

4. Furnish the name and address of any governmental agency which has reviewed your accounts in connection 
with a prior settlement proposal. Array Signal Corps— Dayton Procurement District, 225 S. Main Street, Dayton, 

° hi 5 . Have there been any significant deviations from your regular accounting procedures and policies in arriving at 
the costs set forth in the attached proposal? Yes □ No 0 If YES, explain briefly. 

6 . Were the detailed cost records used in preparing this proposal controlled by and in agreement with your general 

7. Were inventory quantities based on a physical count as of the date of termination? Yes 3 No □ If NO, 

° X I^N.^If this setHeraent proposal is based on standard costs and such costs are in excess of actual, has proper adjustment 
thereof for any significant variations been made? Yes □ No □. If NO, explain. 

U. Does this proposal include charges for major inventory items and claims of subcontractors common to tiiLs 
terminated contract aud other w-ork of the contractor? Yes □ No 0 . If YES, furnish information as to the method 
used in allocating amounts to the terminated portion of this contract. , . itl 

10. Explain briefly your method of pricing inventories, indicating whether material handling cost has been 

included in charges for materials. Cost less cash discount, flrst-in-flrst-out, no handling charges. * 

11 . Are any parts, materials, or finished product, known to be defective, included in the inventories? xes □ 

k° 12 . Have any charges been included in this proposal in respect of severance, dismissal, or separation pay? Yes □ 
No 0 . If YES, furnish brief explanation and estimates of amounts included. 

13. Does this proposal include any element of profit to the contractor or a related organization, other than profit 
act forth separately in the proposal or included in tbo contract price at which acceptable finished product. If any, 
is included in the proposal? Yes □ No 0. If YES, explain briefly. 

14. Describe briefly the nature of indirect expense Items included in inventory costs (see Schedule A, Form 1); 

and explain your method of allocation used in preparing this proposal, Including if practicable, the rates used and the 
period of time upon which they lire based. See attached schedule. . , . 

15. Do the costs set forth in the attached proposal include provisions for any reserves other than normal depreci¬ 
ation reserves? Yes □ No 0 . If YES, list such reserves. 






















































certificate I Status of Contract or Order at Effective Date of T 


FEDERAL REGISTER, 
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Wednesday, May 9, 1945 
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FEDERAL REGISTER, Wednesday, May 9, 1945 


CERTIFICATE 

The undersigned, individually and as an authorized representative of the contractor, certifies that he has examined 
this Settlement Proposal and that, to the best of his knowledge and belief: (1) AS TO CONTRACTOR'S OWN 
CHARGES—The Proposed Settlement (exclusive of charges set forth in Item 14) and supporting schedules and 
explanations have been prepared from the books of account and records of the contractor In accordance with recognized 
commercial accounting practices; they include only those charges allocable to the terminated contract; they have 
!>een prepared with knowledge that they will, or may, be used directly or indirectly as tho basis of settlement of a 
claim or claims against the United States or an agency thereof; and the charges as stated are fair and reasonable. (2) 
AS TO SUBCONTRACTORS’ CHARGES— (a) The contractor has examined, or caused Jo be examined, to an 
extent it considers adequate in the circumstances, the claims of its immediate subcontractors (exclusive of claims 
filed against such immediate subcontractors by their subcontractors); (b) tho settlements on account of immediate 
subcontractors’ own charges are fair and reasonable, said charges are allocable to the terminated portion of this con¬ 
tract and said settlements were negotiated in good faith and are not more favorable to its immediate subcontractors 
than those which the contractor would make if reimbursement by tho Government were not involved; (c) the contrac¬ 
tor has received from ail its immediate subcontractors appropriate certificates with respect to their claims, which 
certificates, if tho claims are for more than $1,000, are substantially in the form of this certificate; and (d) the con¬ 
tractor has no knowledge leading it to doubt (f) the reasonableness of the settlements with more remote subcontractors 
or 07) that the charges for them are allocable to this contract. Upon receipt by the contractor of amounts covering 
settlements with its immediate subcontractors, the contractor will pay or credit them promptly with the amounts 
so received, to the extent that it has not previously done so. The term subcontractor as used above includes suppliers. 

T. L. MANUFACTURING COMPANY, 
(Name of Contractor.) 

By Patrick Roesch. President 
(Authorized Official.) 

The undersigned certifies that to the best of his knowledge and belief the 
statements w ith respect to accounting matters made in the above C . tifleate 
are true. 

C. E. Kldridge. Jr., 

(Supervisory accounting official.) Title: Comptroller 
Date, November 20, 1944. 

When the space provided for any information is insufficient, attach separate supporting schedules. 


[JTR 963.1] 

§ 849.963-2 Form lb (reverse ). 

SCHEDULE A INDIRECT FACTORY EXPENSE (ITEM 3) 


SCHEDULE E SETTLEMENT EXPENSES (ITEM 12) 


Item 


Explanation 


Amount 


Leave 

Blank 


Detail of 

Method of 

Amount 

Leave 

expenses 

Allocation 

Blank 

See attached 




schedule. 

f 





SCHEDULE B OTHER COSTS (ITEM 5) 


Item 

Explanation 

Amount 

Leave 

Blank 

None 





SCHEDULE C (ITEM 6) 

GENERAL AND ADMINISTRATIVE EXPENSES 


Detail of 

Method of 

Amount 

Leave 

expenses 

Allocation 

Blank 

See attached 




schedule. 





SCHEDULE D PROFIT (ITEM 8) 


Explanation 

Amount 

Leave 

Blank 

TotAl contractor's own 
cos Ur—line 7 of sum¬ 
mary.. 414, 528 

8 jKTcent thereof.. 

33,162 




Profit rate contemplated in bid proposal, 
id. Note: If profit is otherwise computed under the 
authority of General Regulation No. 7 of the Office of 
Contract Settlement, an appropriate explanation will 
be given. 


SCHEDULE F (ITEM 14) 

SETTLEMENTS WITH IMMEDIATE SUBCONTRACTORS AND 
SUPPLIERS 


Name and ad¬ 
dress of Subcon¬ 
tractor 

Brief descrip¬ 
tion of product 
canceled 

Amount 
of settle¬ 
ment 

Leave 

blank 

Victory Tool and 
Die Co., 1492 
River Road, 
Royal Oak, 

Michigan. 

24 extrusion 
dies for part 
TL 73481 
(Paid No¬ 
vember 12, 
1944). 

3,425 


SCHEDULE O (ITEM 17) 

DISPOSAL OR OTHER CREDITS 

Description 

Amount 

Leave 

Blank 

Total from Column 5—Form 2a... 
Total from Column 8— 2b (Raw 
Materials)_ 

22.350 

10,287 

2,150 

10.351 

45,138 


Total from Colun 
(Purchased Part 

Total from Coluuu 

Total item No. 18 

(If practicable, si 
amount of dlspos 
cable to acceptat 
duct reported on 

in 8—Form 2b 
s). 


u 8—Form 2c... 

of summary.... 

low separately 
al credits appli- 
>lo finished pro- 
Form 2b) 


SCHEDULE H (ITEM 18) 

PARTIAL ADVANCE OR PROGRESS PAYMENTS 

Date 

Explanation 

Amount 

Leave 

Blank 

October 24, 1C44.. 

Partial pay¬ 
ment. 

78,576 



When the space provided for any Information is in¬ 
sufficient, attach separate supiwrting schedules. 


[JTR 963.2] 


§ 849.963-3 Attached Schedule A to 
Form lb. 

T. L. Manufacturing Company 

Settlement Proposal—Contract W-889-ac- 
112 Schedule A Form lb—Indirect Factory 
Expense 

Indirect factory expenses applicable to 
Plant 2 In which this contract was performed 
for period Jan. 1. 1944 to Sept. 30. 1944, In¬ 
clusive are as follows: Operations under con¬ 
tract were begun Jan. 16, 1944. 


Factory supervision_ $20. 748 

Indirect labor_ 44. 970 

Overtime premiums_ 13.124 

Social security taxes_ 9, 804 

Other taxes_ 8,489 

Insurance_ 4,105 

Power, light and heat__ 5.841 

Maintenance and repahs___ 10,402 

Supp.ies. 13, 847 

Defective work_ 5.819 

Depreciation_ 24. 942 

General_ 4,206 


Total.—.$166, 297 

Direct labor Jan. 1, 1944 to Sept. 30. 

1^44.$210, 503 

Percent of Indirect factory expense 

to direct labor_ 79.00% 

Amount of direct labor applicable 
to contract cancelled (Jan. 21, 

1944 to Oct. 4, 1944 Inclusive)— $63,225 
Indirect factory expenses applicable 
to cancelled contract—79% of 
$63,225- $49, 948 

tJTR 963.3] 


§ 849.963-4 Attached Schedule C to 
Form lb. 

T. L. Manufacturing Company 

Settlement Proposal—Contract W-889-ac- 
112—Schedule C Form lb—General and 
Administrative Expenses 

General and administrative expenses for 
period from Jan. 1, 1944 to Sept. 30, 1944 in¬ 


clusive are as follows: Operations under con¬ 
tract were begun Jan. 16. 1944. 

Officers’ salaries_ $45, 410 

Office salaries_ 112.940 

Social security taxes_ 4,741 

Other taxes_ 8. 500 

Traveling expenses_ 14,895 

Telephone and telegraph_ 5,983 

Legal and other professional_ 15.492 

Dues and subscriptions_ 4,634 

Depreciation—office_ 13.449 

Stationery and postage_16.466 

Miscellaneous—_ 5, 637 


Total. $248. 147 

Basis of allocation—total manu¬ 
facturing costs incurred Jan. 1, 

1944 to Sept. 30, 1944_$4. 322, 700 

Per cent of general and adminis¬ 
trative expense to total manu¬ 
facturing costs Incurred_ 5.74% 

Total Items 1 through 5 of settle¬ 
ment proposal_ $398, 585 

4 % of $398.584. $15,943 

[JTR 963.4] 


§ 849.963-5 Other supporting sched¬ 
ules. Proposals on Form lb must be ac¬ 
companied by Inventory Schedules on 
Forms 2a to 2d and Schedule of Account¬ 
ing Information on Form 3. These are 
Illustrated in §§ 849.962-4 to 849.962-9, 
inclusive, and are omitted here to con¬ 
serve space. [JTR 963.51 


































































































FEDERAL REGISTER, Wednesday, May 9, 1945 3301 


5 849.964 Instructions for use of 
standard proposal forms . 

Office of Contract Settlement 
October 1. 1944 

Instructions fob Use of Standard Contract 
Settlement Proposal Forms 

GENERAL 

1. Standard forms provided. The Standard 
Forms are prescribed by the Director of Con¬ 
tract Settlement under the Contract Settle¬ 
ment Act of 1944. They are required to be 
used by all prime contractors and subcon¬ 
tractors in submitting proposals for settle¬ 
ment of claims under terminated fixed-price 
war supply contracts. This includes fixed- 
price supply subcontracts underlying cost- 
plus-fixed-fee prime contracts or subcon¬ 
tracts. The forms should be used by prime 
contractors for filing with the Government, 
and by subcontractors for filing with the 
company from which the notice of termina¬ 
tion was received. They have been made uni¬ 
form for all Departments and agencies of the 
United States Government in order to expe¬ 
dite preparation and review of settlement 
proposals. Previously authorized forms of the 
War Department or Navy Department may 
continue to be used until the Standard 
Forms are generally available. 

2. Departures from standard forms. Al¬ 
though minor deviations from the require¬ 
ments of the forms are permissible, prior ap¬ 
proval of the contracting officer or the cus¬ 
tomer (contractor in next higher tier) should 
be obtained for any substantial departures 
from the requirements. However, a contrac¬ 
tor receiving such approval may not require 
his subcontractors to submit their proposals 
on other than the prescribed standard forms. 
Submission of additional information which 
the contractor considers relevant is encour¬ 
aged and may expedite review and approval 
cf the proposal. As used in these instruc¬ 
tions, the term "contracting officer" includes 
the contracting officer’s representatives. 

3. Where to obtain forms. The forms may 
be obtained from any Government contract¬ 
ing agency and the larger war contractors. 

4. Reproduction of forms. Reproduction of 
the forms in any size is authorized, without 
approval of any Government agency, provided 
no change is made in the general arrange¬ 
ment. Reproduction of the inventory sched¬ 
ules on larger forms is encouraged where de¬ 
sired. 

SHORT FORM SETTLEMENT PROPOSAL 
(Form la) 

5. This form may be used only where 

(a) The contractor proposes to dispose of 
or retain all the inventory allocable to the 
terminated portion of the contract, and 

(b) The net amount of the proposed set¬ 
tlement, after deducting his offer for the en¬ 
tire inventory (including proceeds of sales of 
any inventory disposed of) is less than $1,000. 

6. Neither the Inventory schedules (Forms 
2a. 2b. 2c. and 2d) nor the Schedule of Ac¬ 
counting Information (Form 3) are to he sub¬ 
mitted with this form. The back of the form 
contains instructions for its use. Also see 
Miscellaneous Instructions on page 3 hereof. 

OTHER FORMS 

7. The other forms are as follows: 

(a) Settlement proposal: 

Form 1—General form, which may be used 
for any proposal, other than one on the total 
cost basis, regardless of amount. 

Form lb—Total cost basis form, for use only 
where it is necessary to present the proposal 
on the total cost basis. This form Is not 
generally distributed but wUl be provided by 
any Government contracting office on request. 

(b) Termination inventory schedules: 

Form 2a—Metals (in mill product form). 

Form 2b—Raw Materials (other than 

metals). Purchased Parts. Finished Com¬ 
ponents, Finished Product, and Miscellaneous. 


Form 2c—Work in Process. 

Form 2d—Dies, Jigs, Fixtures, etc. and 
Special Tools. 

(c) Schedule of accounting information: 

Form 3—This form is provided to facilitate 
accounting reviews of settlement proposals, 
and, wherever possible, to enable the review 
to be made without field examination. 

SETTLEMENT PROPOSAL 

8. Basis of presenting proposal. Form 1 
may be used for any settlement proposal, 
other than one on the total cost basis, regard¬ 
less of amount. It is designed for presenting 
proposals on the inventory basis, which should 
be used wherever practicable. Under this 
basis the settlement proposal will consist 
essentially of an inventory of individual items 
or groups of similar items stated at cost. * In 
those cases where the inventory method Is 
not practicable, contractors may present their 
proposals on the total cost basis. Under this 
method, the accumulated costs applicable to 
all work done on the contract are sum¬ 
marized; profit, If any, is added, and any 
amounts previously invoiced or to be in¬ 
voiced for finished product are then deducted. 
Form lb, designed for presenting proposals 
on the total cost basis, may be obtained from 
any Government contracting agency on re¬ 
quest. When using this form, a contractor 
must, however, for purposes of property ac¬ 
countability and disposition, submit Ter¬ 
mination Inventory Schedules listing all the 
inventory items for which amounts are In¬ 
cluded in the total costs presented in the 
Settlement Proposal. The Contract Settle¬ 
ment Act of 1944 authorizes the use of any 
other equitable basis deemed appropriate by 
the contracting agency for determining fair 
compensation for the termination of war 
contracts. When using any such other 
method, the contractor should consult his 
customer or the contracting officer concern¬ 
ing the manner and form of presenting it. 

9. Separate proposals for separate con¬ 
tracts. A separate proposal should ordinarily 
be submitted for each terminated war con¬ 
tract or purchase order unless some other 
procedure is approved by the contracting 
officer or customer. Claims based on a scries 
of orders from the same purchaser for items 
applicable to the same contract may. how¬ 
ever. be combined in a single proposal. 

10. Interim proposals. Normally, a pro¬ 
posal when submitted should cover all ele¬ 
ments of the claim, including the contractor’s 
own charges and settlements with subcon¬ 
tractors. However, proposals may be filed in 
successive steps covering separate portions of 
a claim arising from the termination. Except 
with the approval of the customer or con¬ 
tracting officer, this system of progressive re¬ 
porting should not be used to present claims 
covering portions of the contractor’s own 
costs as they may be determined. Rather, 
it is intended to enable the contractor to file 
proposals covering either all his own costs, or 
his settlements with subcontractors, or his 
settlement expenses. In submitting an in¬ 
terim proposal, the contractor should com¬ 
plete only those portions of the Xorm applica¬ 
ble to his proposal; for example, in submit¬ 
ting a proposal to cover settlements or pro¬ 
posed settlements with subcontractors, he 
should fill out, in addition to the boxes at the 
top of the form, only Schedule F and Item 14. 
and execute the certificate at the bottom of 
the form. Interim proposals may also be filed 
in connection with requests for partial pay¬ 
ments. In submitting an initial proposal, 
amounts should be inserted only In column 4, 
and the required supporting schedules be 
completed. In filing subsequent proposals, 
the schedules should he completed in support 
of the Items in column 3, or if this is not 
feasible, a revised schedule should be pre¬ 
pared In support of the accumulated totals 
In column 4. 

11. Individual items of Form 1: 

Settlement expenses—Item 12. These are 

Sometimes referred to as post-termination 


expenses. They include reasonable account¬ 
ing, legal, clerical, and other costs and ex¬ 
penses incident to termination and settle¬ 
ment of the contract or order, and reasonable 
costs and expenses of preserving and pro¬ 
tecting termination Inventory. 

Settlements with subcontractors—Item 14 
The war contractor submitting a settlement 
proposal need attach settlement proposals of 
his subcontractors only in cases where such 
settlement proposals are required by Govern¬ 
ment regulations to be reviewed or examined 
by the contracting officer or a Government 
review board, or where the contracting officer 
or customer so directs. 

Acceptable finished product—Item 15. 
Normally prime contractors will be author¬ 
ized to obtain payment for acceptable finished 
product on hand at date of termination by 
invoicing at the contract price, and such 
product will not be reported on the inven¬ 
tory forms or be Included In the proposed 
settlement. Subcontractors should similarly 
seek to obtain payment for acceptable fin¬ 
ished product on hand at the date of termi¬ 
nation through regular billing procedure. 
Where, however, such payment Is not ob¬ 
tained (solely because of the termination), 
the items should be listed on the appropriate 
inventory schedule (Form 2b), the contract 
price should be entered instead of cost In the 
cost column, and the Items included at con¬ 
tract price in the settlement proposal. If 
the contract price is a delivered price, freight 
and other charges which would have been 
payable by the contractor had delivery been 
completed should be deducted. 

Allowance for interest—Item 16. The Con¬ 
tract Settlement Act of 1944 provides for 
allowing Interest on the amount due and 
unpaid from time to time on the termination 
claim at the rate of 2 >4 percent per annum 
for the period beginning 30 days after the 
date fixed for termination and ending with 
the date of final payment, with certain ex¬ 
ceptions stated In section 6 (f) of the Act. 
For guidance in computing the interest to 
be allowed, reference is made to regulations 
of the various contracting agencies. 

Disposal credits—Item 18. This item rep¬ 
resents amounts by which the contractor's 
proposal should be reduced on account of (1) 
the contractor’s offers to retain or sell in¬ 
ventory items, and (2) the proceeds of au¬ 
thorized sales (including credits for author¬ 
ized retentions). The amount entered on 
Schedule G in the first proposal filed should 
agree with the total of the contractor’s 
offers and the proceeds of authorized sales 
shown in column 8 on all the Inventory 
schedules. If a subsequent settlement pro¬ 
posal is filed. Increases or decreases in the 
amount of the disposal credits need not be 
supported by revised inventory Schedules, but 
adjustments should be explained in Schedule 
G. If practicable, the part of the disposal 
credit applicable to acceptable finished prod¬ 
uct included in the proposal should be shown 
separately in Schedule G. 

12. Supporting inventory schedules. Items 
1 through 7, and Item 15, must be supported 
by the Inventory schedules described below. 

TERMINATION INVENTORY SCHEDULES 

(Forms 2a. 2b, 2c, and 2d) 

13. When used. These schedules, which are 
filed either with or in advance of the Settle¬ 
ment Proposal (other than the Short Form) 
serve two principal purposes: (1) To support 
the amount of inventory costs included In 
the Settlement Proposal; and (2) to aid in 
arranging for the removal, storage, sale, or 
other disposition of the termination inven¬ 
tory. 

14. Partial inventories. Where inventory 
schedules covering a substantial portion of 
the inventory can be prepared in advance of 
other portions, partial filings are encouraged 
in the interest of expediting property removal 
and disposal, 
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15. Description—Column 2. On Form 2a 
(Metals) lull commercial description Is re¬ 
quired for all Items. On all other Inventory 
schedules full commercial description is re¬ 
quired only for Items believed to have com¬ 
mercial value. For other items, the contrac¬ 
tor need furnish only such description as Is 
sufficient to enable the contracting officer or 
customer, as the case may be, to determine 
the appropriate disposition. This may In¬ 
volve ascertaining whether the items can be 
used elsewhere in the procurement program, 
or passing upon scrap recommendations or 
offers to purchase. The more limited de¬ 
scription required for these purposes will 
ordinarily suffice in the case of most special 
parts, most special tools, dies. Jigs and fix¬ 
tures. and most work in process. Where the 
contractor is in doubt as to the extent of the 
description required, he should consult with 
the contracting officer or the customer who 
may accept such description as he thinks sat¬ 
isfactory under ail the circumstances. The 
• Handbook of Standards for Describing Sur¬ 
plus Property” compiled for the disposal 
agencies of the Government, will be made 
available by contracting agencies to war con¬ 
tractors. It will be helpful as a guide to the 
type of information needed for a full com¬ 
mercial description. 

16. Sundry listing of small amounts. Items 
having a cost of less than $100 need not be 
listed separately but may be lumped to¬ 
gether under a “sundry" caption with only a 
general description of the type of items, pro¬ 
vided the aggregate amount included does 
not exceed $5,000. or 20 percent of the total 
inventory cost, whichever is less. For this 
purpose, the term ‘‘Item*’ means all the sub¬ 
stantially similar articles in the termination 
inventory at any one location. Contractors 
are urged to retain or dispose of all such 
Items at the best price obtainable. In the 
case of items retained by the contractor this 
means a price which in his Judgment is fair 
and reasonable and not less than the price he 
would obtain if the item were offered for sale. 
His insertion in column 8 of the Inventory 
Schedules, or in Schedule G of the Settle¬ 
ment Proposal, of amounts in respect of such 
items will constitute his representation that 
such amounts are in his Judgment the best 
prices obtainable, as that phrase is used 
above. No approval of such prices by the 
customer or the contracting officer will be 
required. 

17. Common items. Items which are rea¬ 
sonably usable on other work of the contrac¬ 
tor because they are materials, parts, or com¬ 
ponents. common in nature to both the ter¬ 
minated contract and other work of the con¬ 
tractor. should not be listed, nor should any 
costs with respect thereto be included in the 
proposal, to the extent that the items are 
reasonably applicable to the contractor's 
other work in accordance with regulations of 
the contracting agency. 

18. Classification of items. To aid in sell¬ 
ing or storing property which is to be re¬ 
moved from the contractor's plant by the 
Government, a classified arrangement of the 
items on the inventory schedules is essen¬ 
tial. Except in the case of work In process 
and of items having no commercial value, 
like items are required to be listed with like 
items and, with certain exceptions, a sepa¬ 
rate sheet must be used for each classifica¬ 
tion of property at any one location. In¬ 
structions for arranging the items on the In¬ 
ventory Schedules are given in Appendix A 
hereto and must be closely followed. 

19. Submission of termination inven¬ 
tory schedules and obligation of govern¬ 
ment to remove property. These schedules 
will serve as the contractor's statement 
showing the material claimed to be ter¬ 
mination inventory which, if not otherwise 
disposed of or covered by agreement, he de¬ 


sires to have removed by the Government. 
The obligation of the Government under the 
Contract Settlement Act of 1944 to remove 
or arrange for storage of any such items will 
not arise until 60 days, or such other time 
as may be agreed on, after the Termination 
Inventory Schedules on which they are listed 
are received in satisfactory form by the ap¬ 
propriate Government officer in such man¬ 
ner as may be prescribed. In the case of a 
prime contract, the appropriate Government 
officer is the contracting officer, or his rep¬ 
resentative, 1 administering the contract, or 
such other representative as the contracting 
agency may designate. In the case of a sub¬ 
contract, it is the contracting officer, or his 
representative, 1 administering the prime 
contract under which the subcontract is ter¬ 
minated. or such other representative as the 
contracting agency may designate. Both the 
description and classification required by 
these instructions are necessary for satis¬ 
factory form. Schedules will not be deemed 
unsatisfactory in form with respect to items 
under $100 cost merely because they are 
lumped under a “sundry’' caption in ac¬ 
cordance with paragraph 16 above: Provided, 
The contractor files a supplementary Ter¬ 
mination Inventory Schedule or Schedules 
wdth respect thereto which are in satisfac¬ 
tory form and meet the following conditions: 
(1) that they be received by the appropriate 
Government officer at least 20 days (or such 
other time as the contracting agency may 
prescribe) before the obligation of the Gov¬ 
ernment would arise to remove or arrange 
for storage of the items in the "sundry" cap¬ 
tion, (2) that there be listed any such items 
which have not by that time been disposed 
of and are to be tendered to the Government, 
and (3) that such items be described and 
classified in accordance with paragraphs 15 
and 18 above. 

20. Option to submit unclassified sched¬ 
ules. Subject to the conditions stated be¬ 
low. contractors who desire to do so may 
prepare and submit the Termination Inven¬ 
tory Schedules without classification of the 
items. This may make possible an earlier 
submission of the Settlement Proposal and 
may enable the contractor to avoid classifi¬ 
cation of items which will in fact be scrapped, 
retained, or otherwise disposed cf without 
transfer to the Government. Schedules so 
submitted to the contracting officer or his 
representatives will not, however, be deemed 
to be satisfactory in form, as that term is 
used in paragraph 19 above, and the 60-day 
period there referred to will not commence 
to run with respect to any of the items in¬ 
cluded on them until supplementary sched¬ 
ules containing the required classified listing 
of such items are received by the appropriate 
Government officer. 

21. Condition—Column 3. For purposes 
of indicating condition of material, other 
than work in process, the following code 
should be used. It requires the combination 
of a letter and a number in each instance 
(as E4 or N2) 


N—New 

E—Used—reconditioned 
O—Used—usable without 
repairs 

R—Used—repairs required 


1— Excellent 

2— Good 

3— Fair 

4— Poor 


Use the letter “X,*' without a number, for 
material considered to have no further value 
for use as originally intended, but of pos¬ 
sible salvage value other than as scrap. 


1 In the case of the Navy Department, 
Navy Material Inspectors and other desig¬ 
nated representatives for property disposi¬ 
tion purposes with regard to the particular 
prime contract or subcontract will act as the 
representative of the contracting officer for 
this purpose. 


22. Costs—Columns 5 and 6. Any generally 
recognized basis for costing inventory may be 
used, providing the system has been regularly 
in use by the contractor and reasonably re¬ 
flects his costs. In some cases, particularly 
where a settlement proposal is filed on the 
total cost basis, complete costing of inventory 
schedules may not be possible; in such cases, 
however, the contractor should give as much 
cost information as practicable, particularly 
with respect to items of inventory other than 
work in process. Where the contractor’s sys¬ 
tem of accounting makes it impracticable to 
determine unit costs for each item of inven¬ 
tory. it is permissible to enter total costs for 
all of the items or for groups of similar items. 
Estimated costs should be given where actual 
costs are not available. 

23. Scrap recommendation—Column 7. A 
contractor should make scrap recommenda¬ 
tions by inserting an “S” in column 7. 

24. Contractor’s offer, or proceeds of au¬ 
thorized sale. The letter “C" inserted after 
the dollar amount in column 8 will indicate 
the contractor* offer to retain or sell, and the 
letter “A" so inserted will indicate a sale (or 
credit for retention) previously authorized or 
approved by or on behalf of the contracting 
officer or customer. In either case quantity 
should also be shown (on a second line) if 
less than the full quantity shown in col¬ 
umn 4. 

25. Inventory certificate required. The In¬ 
ventory Schedules, whether or not filed with 
the Settlement Proposal, must be accompa¬ 
nied by a certificate in the form set forth in 
Appendix B hereto. When the procedure au¬ 
thorized in paragraph 20 is followed, the sec¬ 
ond paragraph of the form of certificate 
should be omitted. 

26. Government-owned property. When¬ 
ever Government-owned property is listed on 
the Termination Inventory Schedules, sepa¬ 
rate sheets should be used, marked to show 
that the items are Government-owned, and 
the schedules should be filed with the author¬ 
ized Government representative as that term 
is used in paragraph 19 above. 

(a) Termination inventory to which the 
Government has title under fixed-price con¬ 
tracts should be listed on the Termination 
Inventory Schedules as follows: 

(1) The Government-owned materials fur¬ 
nished under the terminated contract with¬ 
out cost to the contractor (sometimes called 
“Government-furnished materials" or “Gov¬ 
ernment-furnished equipment") should, for 
purposes of property accountability and dis¬ 
position and not as a part of the settlement 
proposal, be listed unless the contracting offi¬ 
cer directs otherwise. 

(2) Where under a fixed-price supply con¬ 
tract, title to materials purchased by the con¬ 
tractor is vested in the Government, such 
materials should be listed, and cost data sup¬ 
plied to the extent required under paragraph 
22 above. 

(b) Government-owned facilities should 
not be listed on the Termination Inventory 
Schedules unless the contracting agency or 
the contracting officer so directs. 

(c) Although these Instructions relate to 
fixed-price supply contracts, termination in¬ 
ventory under cost-plus-fixed-fee contracts 
may also be listed on the Termination Inven¬ 
tory Schedules if the contractor desires, and 
shall be so listed if required by the contract¬ 
ing agency. 

SCHEDULE OF ACCOUNTING INFORMATION 

(Form 3) 

27. Form 3 is intended to facilitate ac¬ 
counting reviews and particularly to obviate 
the necessity of many field examinations 
which might otherwise be required. It 
should be filed only once in connection with 
each termination. It is not required if (D 
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the proposal Is submitted on the Short Form 
(Form la), or (2) filing of Form 3 has been 
waived by the contracting officer or customer, 
or (3) the contractor has already filed a Form 
3 with the contracting office or customer in 
connection with a previous termination. In 
the latter case a statement showing any 
changes in accounting information from that 
set forth in the previously filed Form 3 will 
be sufficient. 

MISCELLANEOUS INSTRUCTIONS 

28. Cents may be omitted. In any of the 
forms, cents may be omitted, either by drop¬ 
ping them entirely or by stating the amount 
at the nearest dollar, except In the case of 
the unit cost column (col. 5) of the Inven¬ 
tory Schedules. 

2*9. Separate schedules. If the space pro¬ 
vided for any information called for by any 
of the forms is insufficient, attach separate 
supporting schedules. 

30. Number of copies. The number of 
copies required of any of the forms will be 
indicated by the Government contracting 
agency or the contractor from whom notice 
of termination is received. 

31. Retention of records. Attention is 
called to Section 19 of the Contract Settle¬ 
ment Act of 1944, which with certain ex¬ 
ceptions requires contractors to retain their 
records and working papers for five years 
after (1) disposition of termination inven¬ 
tory. or (2) final settlement of the war con¬ 
tract. or (3) termination of hostilities in the 
present war, whichever is latest. Attention 
is also called to the provisions of Section 19 
of the Act imposing penalties for filing fraud¬ 
ulent claims. 

32. Deliveries to Government may be re¬ 
quired Contractors will be advised, usually 
in the Notice of Termination, of any portions 
of the termination inventory which the Gov¬ 
ernment requires to be delivered to it. 

33. Approval of proposals filed on Form la 
(Short form). Where a war contractor in 
good faith approves any settlement proposal 
properly submitted to him on Form la by his 
immediate subcontractor, the settlement, in¬ 
cluding credits for retention or disposal of 
inventory, will be recognized by the Govern¬ 
ment as final and conclusive for the purpose 
of settling the terminated prime contract, 
to the extent the subcontract is allocable to 
it. unless the contracting agency has pre¬ 
viously caused notice to be given to the set¬ 
tling war contractor that such settlements 
made by him are subject to approval by the 
Government. 

34. References. For guidance in preparing 
Settlement Proposals reference is made to the 
termination article of the contract, the Con¬ 
tract Settlement Act of 1944, and the regu¬ 
lations and instructions of various Govern¬ 
ment contracting agencies, and of the Di¬ 
rector of Contract Settlement. 

35. Changes in instructions. These in¬ 
structions are subject to change by notice 
published in the Federal Register. 

Appendix A— Classifying Items on the 
* Inventory Schedui.es 

general 

1. Why classification required. Inventory 
Schedules will not be considered to be in 
satisfactory form for the purposes of the 
60-day period referred to in paragraph 19 
of Instructions above unless the items are 
arranged in general groupings on separate 
sheets in accordance with the following in¬ 
structions. This procedure is prescribed in 
order to facilitate removal from the contrac¬ 
tor’s plant and disposal of property listed on 
the Inventory Schedules and to meet the re¬ 
quirements of the disposal agencies. Con¬ 
tractors are urged to follow the instructions 


carefully in order to avoid delays in clearing 
their plants. 

2. Classification distinguished from de¬ 
scription. These Instructions ^concerning 
classification apply solely to the arrangement 
of items on separate inventory sheets and in 
no way affect the requirements for descrip¬ 
tion of the items, set forth in paragraph 15. 


3. When classification 
On Form 2a—Metals. 


On Form 2c—Work in 
Process. 

On Form 2b—Raw Ma¬ 
terials (other than 
metals); Purchased 
Parts; Finished Com¬ 
ponents; Finished 
Product; Miscellane¬ 
ous. 

On Form 2d—Dies, Jigs, 
Fixtures, etc., and 
Special Tools. 


required. 

Classification re¬ 
quired for all 
items. 

No clasiflcation re¬ 
quired. 

Classification re¬ 
quired for Items 
believed to have 
commercial value; 
items having no 
» commercial value 
may be placed In 
a single classifi¬ 
cation designated 
“No Commercial 
Value.” 


Description is. however, required in all in¬ 
stances in accordance with paragraph 15 of 
the Instructions. 

4. Instructions for classifying. For metals 
(In mill product form) and raw materials, list 
items of one material with items of the same 
material. For all other products, list like 
items with like items. Each group will then 
comprise a separate classification of property. 
See examples below. 

5. Write In the top right-hand comer of 
each inventory sheet opposite “Property 
Classiflication” the name of the classification 
for which the sheet Is used. For example, in 
the case of Metals the name of the metal; 
In the case of Raw Materials (other than 
metals), or of Parts. Finished Components, 
Finished Product, or Miscellaneous, the name 
by which the material or article is commonly 
known In the trade. 

6 . Use a new sheet for each such separate 
general classification. In the case of small 
inventories or classifications having only a 
few items, however, several different classi¬ 
fications may be put on the same page, pro¬ 
vided they are separated by at least three 
spaces, and the name of each classification 
is written in the top right-hand corner of 
the form. 

7. Option to submit uticlassifled schedules. 
See paragraph 20 of the Instructions con¬ 
cerning filing Inventory schedules without 
classification of the items, and the effect 
thereof on any obligation of the Government 
under the Contract Settlement Act of 1944 
to remove or arrange for storage of the Items 
listed. 

INDIVIDUAL FORMS 


8 . On Form 2a—Metals (in mill product 
form, excluding castings and forgings). 

List metals In raw or primary form as 
furnished by the mill and on which there 
has been no subsequent fabricating opera¬ 
tion. Do not include castings and forgings. 
They are to be listed on Form 2b. Except 
where there are only a few Items, use a new 
sheet or series of sheets for each type of 
metal, and write the name of the metal or 
alloy in the space provided in the upper 
right-hand corner of the form. Examples 
are: 

Alloy Steel 
Carbon Steel 
Stainless Steel 
Copper 

Free Cutting Brass 

Manganese Bronze 

Aluminum 

Silver 

Tin 


In addition, on the sheets for any such 
metal, list like forms of the metal or alloy 
together In sequence. For example, on the 
sheets or sheets used to list Carbon Steel, 
group together all the strip, then follow with 
the sheets, then the bar stock, etc. 

9. On Form 2b — Raw Materials (other than 
Metals); Purchased Parts ; Finished Compo¬ 
nents; Finished Product; and Miscellaneous. 
The term “Raw Materials” is here used to in¬ 
clude materials in primary form. Examples 
of the many different general classifications 
of raw or primary materials (other than 
metals) include: 


Chemicals 
Pulp and paper 
Paper board 
Plastics (primary 
forms) 

Oils. fats, waxes 

Rubber 

Lumber 

Hides and skins 

Leather 


Shoe cut stock 

Cement 

Cork 

Textiles 

Cotton 

Kapok 

Wool 

Hair 

Glass 


Examples of some of the large number of 
general classifications of parts, components, 
finished product, or miscellaneous include: 


Engines and turbines 
Compressors and 
pumps 

Insulated wire and 
cable 

Nuts and bolts 
Conveyors 


Fans and blowers 

Bearings 

Valves 

Surgical instruments 
Electric motors 
Drugs 

Ignition equipment 


Note that on this form items having no 
commercial value may be placed In a single 
classification designated "No Commercial 
Value,” and no further classification of such 
items is required. For items deemed to have 
commercial value, use a new sheet for each 
classification (except as permitted under par¬ 
agraph 6 above). Insert the name of the 
classification in the top right-hand corner 
of the Inventory form and arrange the items 
falling under that classification In sequence 
under separate subheadings. For example, on 
the sheet or sheets used to list Chemicals, 
group separately all Acids, ail Alkalis, all 
Resins, etc. Under the general classification 
of Insulated Wire and Cable, group sepa¬ 
rately all Asbestos-Insulated Copper Wire, all 
Rubber-Insulated Copper Wire, all Magnet 
Wire, etc. On the sheets used for Drugs, 
group separately all Antitoxins, all Vaccines, 
all Strychnine Derivatives, all Morphine 
Derivatives, etc. 

10. On Form 2c—Work in Process. No 
classification of items is required on this 
schedule. However, a description must be 
given sufficient to enable the Government 
representative to Identify the property and 
determine the appropriate method of dis¬ 
posal. Finished components should not be 
listed on this form but on Form 2b. Other 
materials which have not lost their identity 
through whole or partial assembly and which 
are deemed to have a further commercial use 
should similarly be listed on Form 2b. 

11. On Form 2d — Dies , Jigs, Fixtures, etc., 
and Special Tools . Note that on this form 
items having no commercial value may be 
placed in a single classification designated 
“No Commercial Value.” Such Items require 
no further classification. For items deemed 
to have commercial value, general classifica¬ 
tions may be limited to the following; 

Dies Jigs Gauges 

Fixtures Special tools 

Use a new sheet for each such general clas¬ 
sification (except as permitted under para¬ 
graph 6 above). Insert the name of the 
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classification in the top right-hand corner, 
and list the items falling under that classifi¬ 
cation in sequence. For example, on the 
sheet used to list Dies, group separately all 
Extruding Dies, all Forging Dies, all Forming 
Dies, etc. On the sheet used for Gauges, 
group separately all Thread Gauges, all Ra¬ 
dius Gauges, all Depth Gauges, etc. 

12. If perishable tools are charged to indi¬ 
rect factory expense, they may not also be 
included in termination inventory. Where, 
however, indirect factory expense Is adjusted 
to exclude Buch a charge, or where the per¬ 
ishable tools are charged directly to the con¬ 
tract, they should be Included in the inven¬ 
tory, but should be listed on Form 2b and 
not 2d. 

13. List separately when in doubt. Ex¬ 
treme care should be used to list only very 
similar items together as a single classifica¬ 
tion. If doubt exists as to the proper classi¬ 
fication of any item, list that item separately 
and Insert the commonly accepted trade 
name at the top right-hand corner of the 
page. Where forms overlap, the contractor 
may use the form best suited, except that 
finished components should be put on Form 
2b and not on Form 2c. 

Appendix B (See Instructions, Par. 25) — 

Form or Termination Inventory' Schedule 

Certificate 

The contractor hereby certifies that the 
attached Termination Inventory Schedules, 
pages_to__ inclusive, have been pre¬ 

pared in accordance with applicable instruc¬ 
tions; that the inventory described therein is 
allocable to the designated contract and is 
located at the places specified; that the quan¬ 
tities are not In excess of the reasonable 
quantitative requirements of the terminated 
portion of the contract; and that the prices 
shown in column 8 (contractor’s offer, or pro¬ 
ceeds of authorized sale) are fair and reason¬ 
able and comply with Government price reg¬ 
ulations. 

The attached Schedules constitute the con¬ 
tractor’s statement showing the materials 
claimed to be termination inventory which, 
if not otherwise disposed of, the contractor 
desires to have removed by the Government 
within 60 days from receipt hereof by the 
Government, or such shorter period as may 
be prescribed under the Contract Settlement 
Act cf 1944, or such other period as may be 
agreed upon. Subject to such prior disposi¬ 
tion, title to such materials is hereby ten¬ 
dered to the Government and is warranted to 
be free and clear of all liens and encum¬ 
brances. 

Upon request of the Government, the con¬ 
tractor (will) (will not) negotiate to store at 
(Strike out one) 

the Government’s expense all or part of the 
Inventory listed in the attached Schedules. 

(Name of contractor or subcontractor) 

By.. 

(Name of authorized officer) 


(Title) 


. (Date) 

The supervisory accounting official is; 

(Signature) 


(Title) 

These Instructions have been approved by the 
Bureau of the Budget in accordance with 
the Federal Reports Act of 1942 

tJTR 9C4J 
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Settlement Proposal 

For use on terminated cost and cost-plus-a-fixed-fee 
contracts 


Company 

This is proposal 
No 

Street address 

Check one 
□ Partial 

Q Final 

City and State 

Govt, prime con- Subcontract 

tract number number 

Effective date 
of termination 

Item 

0) 

Total 

pre¬ 

viously 

sub¬ 

mitted 

(2) 

In¬ 
crease 
or de¬ 
crease 
by this 
pro¬ 
posal 

(3) 

Total 

sub¬ 

mitted 

to 

date 

(4) 

1. Direct mntorinl. 

$. 

$. 

$. 

2. Direct labor. 

3. Indirect factory ex]»enso.. 




4. Dios, jigs, fixtures and 
special tools 




5. General and administra¬ 
tive pxjjwise.. _ 




6. ;... 




7. Total (items 1 to 6 

inclusive) .. 







8. Foe... 




u. Settlement exi'onsos-. 




10. Settlements with subcon¬ 
tractors .... 




11. 




12. .. 




13. Total (items 7 to 12 

inclusive). 







14. Disposal credits . 




15. Previous payments to 
contractor. 




16. . 




17. 




18. Total credits (items 

14 to 17inclusive). 

19. Net proposed settlement.. 















Note; Schedules in support of items 1 to 17 are to 
be submitted in accordance with the requirements of 
the individual services. 


CERTIFICATE 

The undersigned, individually and as an authorized 
representative of the contractor, certificates that he has 
examined this Settlement Proposal and that, to the best 
of his knowledge ami belief: 

(1) AS TO CONTRACTOR’S OWN CHARGES— 
The Proposed Settlement (exclusive of charges set forth 
In Item 10) and supporting schedules and explanations 
have been prepared from the books of account and records 
of the contractor In accordance with the terms of the 
contract, they include only those charges allocable to tho 
terminated contract; they have teen prepared with 
knowledge that they will, or may. be used directly or 
indirectly as the basis of settlement of a claim or claims 
against trio Cnited States or an agency thereof; and the 
charges as stated are fair and reasonable. 

(2) AS TO SUBCONTRACTORS’ CHARGES— 
(a) The contractor has examined, or caused to be exam¬ 
ined, to an extent it considers adequate in the circum¬ 
stances, the claims of Us immediate subcontractors (ex¬ 
clusive of claims filed against such immediate subcon¬ 
tractors by their subcontractors); (b) the settlements on 
account of immediate subcontractors’ own charges are 
fair and reasonable, said charges are allocable to tho 
terminated |>ortion of this- contract and said settlements 
were negotiated in good faith and arc not more favorable 
to its immediate subcontractors than those which the 
contractor would make if reimbursement by the Govern¬ 
ment were not involved; (c) the contractor has received 
from all its immediate subcontractors appropriate certif¬ 
icates with rcs|>ect to their claims, which certificates, if 
tlie claims are for more than $1,0(X), are substantially in 
the form of this certificate: and (d) the contractor has no 
knowledge lending it to doubt (i) the reasonableness of 
the settlements with more remote subcontractors or (ii) 
that tho charges for them are allocable to this contract. 
l T |H>n receipt by the contractor of amounts covering 
settlements with its Immediate subcontractors, the con¬ 


tractor will pay or credit them promptly with the amount 
so received, to the extent that it has not previously done 
so. The term subcontractor as used above includes 
suppliers. 

The undersigned certifies that 
to the best of his knowledge 
and belief the statements with 
respect to accounting matters 
made in the above Certificate 
are true. 

(Contractor’s supervisory ac¬ 
counting official) 


(Title) 

IJTR 965] 

§ 849.966 Proposal for settlement of 
interest claims where interest on a V or 
VT-loan has been waived. [JTR 966] 

§ 849.966-1 Form for claiming inter¬ 
est on terminated contracts where in¬ 
terest on loans guaranteed by the gov¬ 
ernment has been waived. The following 
form will be used in accordance with 
§ 845.572-4 (b) : 

Note: Forms printed in the Federal Reg¬ 
ister are for Information only, and do not 
follow the exact format prescribed by the 
issuing agency. 

Claim For Interest on Terminated Contracts 
When Interest on a V or VT-Loan Has Been 
Waived 

Form Approved 
Budget Bureau No. 

•15-4141 


Number of prime con¬ 
tract, subcontract or 
purchase order used 
as basis for waiver of 
interest on a V or 
VT-loan. 

Applicable prime 
contract number. In 
case of subcontracts 
or purchase orders 
shown in columu 1. 

Interest 

claimed 





By 


(Name of contractor) 


(Signature of au¬ 
thorized executive 
official) 

"(Tide) (Date) 


Total Interest on termina- (1) . 

tion claim 

Amount of interest on loan 
waived under Section 6 ad¬ 
justment subsequent to July- 
21, 1944 (computation shown 
in supporting schedule at¬ 
tached). (2) . 

Interest payable (1 minus 2) (3) . 

I certify that the above claim is correct. and just and 
that payment therefor lias not been received. 


(Contractor) 

Approved as to contmct 

numbers and amount of in- By. 

torest waived. ... 

Claim approved. 

I JTR 966.1 J 

§ 849.C66-2 Instructions for claiming 
interest under terminated contracts 
where interest on loans guaranteed by 
the government has been waived. 

Instructions 

(1) War contractors who have obtained 
a waiver of Interest on a V or VT-loan for a 
period ending after 21 July 1944, should use 
the form appearing on the reverse side hereof 
[§ £49.966-1] in submitting a claim for inter¬ 
est on account of all terminated contracts 
which served as a basis for such waiver, as 
provided in § 845.572-4 (b) of the Joint Ter¬ 
mination Regulation of the War and Navy 
Departments. 

(2) When a war contractor Is no longer 
entitled to a waiver of Interest obtained pur¬ 
suant to an adjustment under Section 6 of 
a V or VT-loan guarantee agreement, he may 
file with the guarantor a consolidated claim 
for Interest In connection with the ter¬ 
minated contracts which served as a basis 
for the adjustment. This consolidated claim 
should be submitted separately from all other 
termination claims, and should be supported 


f 
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by schedules showing the computation of 
interest claimed on each terminated contract 
and the amount of interest waived under the 
Section 6 adjustment subsequent to 21 July 
1D44. The interest claimed should be com¬ 
puted in accordance with .§ 845.572 of the 
Joint Termination Regulation. The amount 
of interest waived under the Section 6 adjust¬ 
ment should be checked with the financing 
institution which made the loan. 

(3) If the loan in connection with which 
the adjustment was obtained was guaranteed 
by the War Department, the claim should be 
submitted to the War Department Liaison 
Officer assigned to the Federal Reserve Bank 
through which the guaranteed loan w*as proc¬ 
essed. If the loan was guaranteed by the 
Navy Department, the claim should be sub¬ 
mitted to the Federal Reserve Bank through 
which the guaranteed loan was processed. 

(4) The Liaison Officer or the Federal Re¬ 
serve Bank will verify the numbers of the 
contracts upon which the Section 6 adjust¬ 
ment was based and the amount of interest 
waived, and will thereupon forward the 
claim and supporting schedules (via the Fi¬ 
nance Division, OP&M, in the case of loans 
guaranteed by the Navy Department) to the 
service or bureau having a preponderant in¬ 
terest in the terminated war contracts upon 
which the claim is based. 

(5) The service or bureau to which a claim 
has been submitted will verify the claim to 
the extent deemed nece&ary, and, upon ap¬ 
proval, will thereupon submit it. with an 
appropriate voucher, to the disbursing officer 
for payment. 

f JTR 966.2] 

PART G—FORMS RELATING TO PROPERTY 
DISPOSITION 

§ 849.970 Scope. This subpart con¬ 
tains forms of receipts for termination 
inventory removed from contractors* 
plants, storage agreements, certificates 
relating to property disposition, and the 
application for disposition of plant equip¬ 
ment. I JTR 970] 

§ 849.971 Forms of receipt with respect 
to the removal of terminat ion i nventory 
from contractors 9 plants . [JTR 9711 

§ 849.971-1 Suggested form of receipt 
(contractor-owned property). The fol¬ 
lowing form of receipt will be used for 
contractor-owned property in accordance 
with § 844.466. 

The United States of America (Govern¬ 
ment) hereby acknowledges receipt from 


(Contractor) of the property listed on_ 

- (identify list or schedule], 

which the Contractor claims to be allocable 
to Its terminated prime contract with the 
Government No._| or “to its ter¬ 
minated subcontract No_ 

with-under a terminated prime 

contract No_between___ 

-and the Government*’]. Title 

to the property has been tendered by the 
Contractor free and clear of all liens and 
encumbrances, and is hereby accepted by the 
Government pursuant to the Contract Settle¬ 
ment Act of 1914. The execution of this 
receipt is without prejudice to any determina¬ 
tion of the allocabiiity of the property to the 
terminated portion of the prime contract (or 
"to the terminated portion of the subcontract, 
or of the allocabiiity of such subcontract to 
the prime contract"J. If it is determined 
prior to final settlement by the Government 
of the termination claim under the prime 
contract that any of such property is not so 
allocable, then the Government will be liable 
to the Contractor with respect to such prop¬ 
erty only, at the election of the Government, 
(1) for the return of the property or like 
property to the Contractor at the risk and 
No. 92-18 


expense of the Contractor, or (2) for its dis¬ 
posal value at the time of its removal, or (3) 
for the proceeds realized by the Government 
from its disposal. 1 * 

Dated_- 


(Name and title of officer) 

TJTR 971.1] 

§ 849.971-2 Suggested form of receipt 
( Government-owned property) . The fol¬ 
lowing form of receipt will be used for 
Government-owned property in accord¬ 
ance with § 844.466. 

The United States of America (Govern¬ 
ment) hereby acknowledges receipt from 

-(Contractor) of 

the property listed on_ 

(identify list or schedule], which the Con¬ 
tractor claims Is owned by the Government 
under terminated prime contract with the 
Government No.__ (or "under ter¬ 
minated subcontract No.__with 

-under a terminated prime 

contract No._between_ 

- and the Government**]. Such 

property is removed from the Contractor’s 
plant pursuant to the Contract Settlement 
Act of 1944. If it is determined prior to final 
settlement by the Government of the ter¬ 
mination claim under the prime contract 
that any of such property is not owned*by 
the Government or is not allocable to the 
terminated portion of the prime contract 
(or “to the terminated portion of the sub¬ 
contract or that such subcontract is not 
aUocable to the prime contract" ], then the 
Government will be liable to the Contractor 
with respect to such property only, at the 
election of the Government, (1) for the re¬ 
turn of the property or like property to the 
Contractor at the risk and expense of the 
Contractor, or (2) for its disposal value at 
the time of its removal, or (3) for the pro¬ 
ceeds realized by the Government from its 
disposal.- 

Dated_ 


(Name and title of officer) 

[JTR 971.2] 

§ 849.972 Form for standard storage 
agreements . I JTR 972] 

§ 849.972-1 Agreement with war con¬ 
tractor for storage space. The following 
form will be used in accordance with 
§ 844.465-2. 

(At the top insert all special details relat¬ 
ing to number of contract, service or bureau 
Involved, appropriation or allotment, etc.) 

This agreement, entered into pursuant to 
the Contract Settlement Act of 1944 as of 

this .. day of__ 194__ 

by The United States of America (hereinafter 
called “the Government*'), represented by 
the Contracting Officer executing this con¬ 
tract and- (hereinafter 

called “the Contractor"); 

Witnesseth that: 

Whereas, the Government has terminated 
for its convenience or at its option war con¬ 
tract (s) numbered_ (hereinafter 

referred to as “the Contract(6) “); and 


’Where a final written determination of 

allocabiiity has been made prior to execution 
of the receipt, delete the last two sentences of 
the form and substitute the word “is" for the 
words “the Contractor claims to be" in the 
first sentence. 

3 Where a final written determination of 
Government ownership and allocabiiity has 
been made prior to the date of execution 
of the receipt, delete the last sentence of the 
form and the words “the Contractor claims'* 
in the first sentence. 


Whereas, the Contractor has submitted to 
the Government an inventory of property in 
Schedule “A" attached hereto (the property 
described in Schedule “A" as it may from 
time to time be amended is hereinafter re¬ 
ferred to as “the Property"), which the Con¬ 
tractor certifies is in its possession and is 
allocable to said terminated Contract(s); 
and 

Whereas, the Contractor has requested that 
the Government take and remove the Prop¬ 
erty; and 

Whereas, the Contractor is willing to pro¬ 
vide certain space for the storage of the 
Property in accordance with the terms hereof 
until the Government removes it; 

Now, therefore, the parties hereto do mu¬ 
tually agree as follows: 

Article 1. —Transfer of Title. The Con¬ 
tractor, (without prejudice to any right the 
Contractor may have to compensation for the 
Property in connection with the termination 
settlement of the Contract(s)) does hereby 
transfer and convey to the Government, sub¬ 
ject to plus or minus tolerances of quanti¬ 
ties, weights and conditions within reason¬ 
able limits in accordance with good commer¬ 
cial inventory practice, title to the Property, 
free and clear of all liens and encumbrances, 
except that as to any of the Property title to 
which is already in the Government, the Con¬ 
tractor hereby confirms and acknowledges 
that to the best of his knowledge the Govern¬ 
ment now has title thereto, free and clear of 
aU liens and encumbrances; and in further¬ 
ance thereof the Contractor agrees to furnish 
to the Contracting Officer such evidences of 
ownership and other instruments of transfer 
as the Contracting Officer may reasonably 
require; Provided, however , That except as 
specified otherwise in Article 2 hereof, the 
Government reserves the right to contest the 
allocabiiity of any or all of the Property to 
the terminated portion(s) of the Con¬ 
tract (s).’ % 

(Delete'this Article 2 If prior to the date of 
execution of this Agreement, a final written 
determination of allocabiiity of the Property 
to the Contract(s) has been made.] 

Art. 2. Allocabiiity. (a) If it is deter¬ 
mined prior to final settlement of the Con¬ 
tract (s) that any of the Property (other than 
that specified in paragraph (b) hereof] is 
not allocable to the terminated portion of 
the Contract(s) then the Government In 
arriving at the amount of the final settle¬ 
ment thereof will at its election take into 
account either the disposal value of the Prop¬ 
erty at the time of removal or the proceeds 
realized from the disposal of the Property, 
or will return the Property or property in 
kind to the Contractor at the Contractor’s 
risk and expense: and after final settlement 
the Contractor will have no claim against 
the Government by reason of the Property. 

(Delete this subparagraph (b) if inappli¬ 
cable.) 

(b) The parties hereto agree that the Prop¬ 
erty identified and described in Schedule 
“B" attached hereto is aUocable to the Con¬ 
tract (s): 

Art. 3. Storage space. The Contractor 
agrees to provide the storage space for the 

Property for the consideration of 8_ 

per month. 3 * The Property shall be stored 
at the following premises: With the consent 
of the parties, Schedule “A" may be amended 
from time to time by the addition of other 
property. In the event property is so added 
or deliveries made pursuant to Article 9 
hereof or the Contractor packs or otherwise 
prepares the Property for shipment at the 
direction of the Contracting Officer, the com- 


1 Delete clause following last semicolon 
if, prior to the date of execution of this agree¬ 
ment, a final, written determination of allo- 
cablllty of the Property to the Contract(s) 
has been made. 

* Where practicable storage rates may 

be computed on a square or cubic foot basis. 
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pensnt.ion to be paid to the Contractor shall 
be equitably adjusted by mutual agreement. 

| Delete this Article 4 if prior to the date 
of execution of this Agreement, a final writ¬ 
ten determination of the allocabillty of the 
Property to the Contract(s) and the fact that 
It is Government owned has been made.) 

Art. 4. Reduction in storage charges. In 
the event It is determined that all or any 
part of the Property Is not allocable to the 
terminated portion(s) of the Contract(s), 
the amount of payment(s) set forth in Ar¬ 
ticle 3 hereof shall by mutual agreement be 
reduced retroactively to and including the 
month in which the Property was first stored 
hereunder. 

Art. 5. Contract period, (a) This Con¬ 
tract shall continue until: (i) it shall be 
terminated by either party hereto giving to 
the other thirty days’ previous notice in 
writing: or (ii) delivery of the entire quan¬ 
tity of the Property to the Government.* 

(b) Upon termination the Contractor shall 
be paid pro rata for storage charges to and 
including the day on which the thirty days' 
notice expires or the delivery to the Govern- 
• ment of the entire quantity of the Property 
is completed. 

Art. 6 . Inspection. The Government shall 
have access at any reasonable time to the 
premises where the Property is stored here¬ 
under. 

Art. 7. Segregation of property. All the 
Property shall be kept separate from all other 
property whether or not the Property may, 
by law or by custom, be considered fungible, 
and shall be identified as Government-owned 
property. This does not require, however, 
that the Property be stored in separate rooms, 
on different floor levels from other similar 
property, or in a particular space. * * * 4 

Art. 8. Submission of invoices. The Con¬ 
tractor shall submit monthly to the Con¬ 
tracting Officer properly certified invoices or 
vouchers for all accrued charges under this 
agreement for the preceding storage month. 

Art. 9. Deliveries. Deliveries of all. or from 
time to time, of part, of the Property from 
storage to the Government at the storage 
site or to its designated carrier or transfer 
agent will be accomplished by the Contrac¬ 
tor on receipt of a written order from the 
Government. 

Art. 10. Liability for the property, (a) The 
Contractor shall not be liable for loss or de¬ 
struction of or damage to the Property un¬ 
less such loss, destruction or damage results 
from (1) wilful misconduct or failure to ex¬ 
ercise good faith on the part of the Contrac¬ 
tor’s corporate officers or of the Contractor’s 
employees having supervision or direction of 
inventorying, segregating, packing, storing 
or otherwise caring for the Property, or (2) 
from failure of the Contractor to comply 
with the terms of this agreement; 


J In case of Navy Department contracts 

add to the end of this sentence the following 
phrase: “or (ill) the 30th of June next suc¬ 

ceeding the date of execution of this agree¬ 
ment and thereafter for such further period 
as may be agreed upon by the parties as evi¬ 
denced by an amendment hereto, whichever 
one of the foregoing is earliest." 

4 When in the opinion of the Contract¬ 
ing Officer the circumstances so require, spe¬ 
cial articles may be added to this agreement 
to provide for particular methods of storing, 
handling or preserving the Property. Such 
articles may specify that certain items or 
groups of items may be placed in outside 
Btorage or should receive special mainte¬ 
nance. It may also be desirable in some 
cases to specify particular arrangements of 
the Property—for example, between aisles 
or otherwise in order to permit ready access 
to and visible inspection of each lot of Prop¬ 
erty: in a particular type of stack so as to 
protect or insure maximum use of storage 
space: or in accordance with necessary safety 
requirements. 


(b) The Contractor represents that it is 
not maintaining and agrees that it will not 
hereafter maintain insurance (including 
self-insurance funds or reserves) covering 
loss or destruction of or damage to the Prop¬ 
erty, and represents that it is not including 
and agrees that it will not hereafter include 
in any price to the Government any charge 
or reserve for such insurance. 

Art. 11. Renegotiation. (War Department 
Procurement Regulations, § 803.342 (a); Navy 
Department Procurement Directives, par. 
14,402) — [Insert this clause only when con¬ 
tract is for an amount in excess of $100,000.] 

Art. 12. Eight-hour law. (War Depart¬ 
ment Procurement Regulations, § 803.346; 
Navy Procurement Directives, par. 13,151.) 

Art. 13. Anti-discrimination. (War De¬ 
partment Procurement Regulations, § 803.325; 
Navy Procurement Directives, par. 17,731.) 

Art. 14. Officials not to benefit. (War De¬ 
partment Procurement Regulations, § 803.322; 
Navy Procurement Directives, par. 17,601.) 

Art. 15. Covenant against contingent fees. 
(War Department Procurement Regulations. 
5 803.323; Navy Procurement Directives, par. 
10.531.) 

Art. 16. Disputes. (War Department Pro¬ 
curement Regulations, § 803.326; Navy Pro¬ 
curement Directives, par. 11.604.) 

Art. 17. Assignment*of rights hereunder. 
(War Department Procurement Regulations, 
§ 803.355; Navy Procurement Directives, par. 
12,305.) 

Art. 18. Definitions, (a) The term "Sec¬ 
retary of War (the Navy)" as used herein 
shall include the Secretary, Under Secretary, 
or any Assistant Secretary of War (the Navy), 
and the term “his duly authorized represent¬ 
ative" shall mean any person or board au¬ 
thorized by him to act for him other than 
the Contracting Officer. 

(b) The term "Contracting Officer” means 
(1) the officer or employee who signs this 
agreement in behalf of the Government or 
who is designated as such in this agreement, 
or (2) any duly appointed successor or au¬ 
thorized representative of such a Contracting 
Officer or any Government agency (or person 
designated thereby) to which this agreement 
is transferred. 

Art. 19. Alterations. The following 
changes were made in this agreement before 
it was signed by the parties hereto: 

[ Optional for War Department— Article 20. 
Records of Government-Owned Property __ 


is designated as the officer to maintain the 
necessary property records in connection with 
this agreement.] 

In witness whereof, 

[JTR 972.1] 

§ 849.972-2 Agreement with war con¬ 
tractor for storage and service. The fol¬ 
lowing form will be used in accordance 
with § 844.465-2. 

(At the top insert all special details relating 
to number of contract, service or bureau in¬ 
volved, appropriation or allotment, etc.) 

This agreement, entered into pursuant to 
the Contract Settlement Act of 1944 as of 

this_day of__ 194__, 

by The United States of America (hereinafter 
called "the Government"), represented by the 
Contracting Officer executing this contract 

and_ (hereinafter 

called "the Contractor”); 

• Witnesseth that; 

Whereas, the Government has terminated 
for its convenience or at its option war con¬ 
tract (s) numbered_(herein¬ 

after referred to as "the Contract(s)"); and 

Whereas, the Contractor has submitted to 
the Government an inventory of property in 
Schedule "A" attached hereto (the property 
described in Schedule "A” as it may from 
time to time be amended is hereinafter re¬ 
ferred to as "the Property”) which the Con¬ 


tractor certifies is in its possession in the 
quantities, weights and conditions set forth 
therein subject to plus or minus tolerances 
within reasonable limits in accordance with 
good commercial inventory practice, and is 
allocable to said terminated Contract(s) or 
has been furnished to the Contractor by the 
Government in connection therewith; and 

Whereas, the Contractor has requested that 
the Government take and remove the Prop¬ 
erty; and 

Whereas, the Contractor is willing to store 
the Property and perform the services In ac¬ 
cordance with the terms hereof: 

Now, therefore, the parties hereto do mu¬ 
tually agree as follows: 

Article 1 . Transfer of title. The Contrac¬ 
tor, (without prejudice to any right the Con¬ 
tractor may have to compensation for the 
Property in connection with the termination 
settlement of the Contract(s)) does hereby 
transfer and convey to The Government, sub¬ 
ject to plus or minus tolerances of quantities, 
weights and conditions within reasonable 
limits in accordance with good commercial 
Inventory practice, title to the Property, free 
and clear of all liens and encumbrances, ex¬ 
cept that as to any of the Property title to 
which is already in the Government, the 
Contractor hereby confirms and acknowledges 
that to the best of his knowledge the Govern¬ 
ment now has title thereto free and clear of 
all liens and encumbrances; and in further¬ 
ance thereof the Contractor agrees to furnish 
to the Contracting Officer such evidences of 
ownership and other instruments of transfer 
as the Contracting Officer may reasonably 
require: Provided , however , That except as 
specified otherwise in Article 2 hereof, the 
Government reserves the right to contest the 
allocabillty of any or all of the Property to 
the terminated portion (s) of the Con¬ 
tract (s). 1 * 3 

(Delete this Article 2 if prior to the date 
of execution of this Agreement, a final writ¬ 
ten determination of allocabillty of the Prop¬ 
erty to the Contract(s) has been made.| 

Art. 2. Allocability. (a) If it is determined 
prior to final settlement of the Contract(s) 
that any of the Property (other than that 
specified in paragraph (b) hereof) is not 
allocable to the terminated portion of the 
Contract (s) then the Government in arriv¬ 
ing at the amount of the final settlement 
thereof will at its election take into recount 
either the disposal value of the Property at 
the time of removal or the proceeds realized 
from the disposal of the Property, or will 
return the Property or property in kind to 
the Contractor at the Contractor’s risk and 
expense; and after final settlement the Con¬ 
tractor will have no claim against the Gov¬ 
ernment by reason of the Property. 

|Delete this subparagraph (b) if inap¬ 
plicable.] 

(b) The parties hereto agree that the 
Property identified and described in Schedule 
"B" attached hereto is allocable to the Con¬ 
tract (s); 

Art. 3. Services. The Contractor agrees tb 
perform all the services necessary in the 
handling, storage, and preservation of the 

Property forthe consideration of $.. 

per month to be paid it by the Government* 
The Property shall be stored at the following 
premises: 

With the consent of the parties, Schedule 
"A" may be amended from time to time by 
the addition of other property. In the event 
property is so added or deliveries made pur¬ 
suant to Article 9 hereof or the Contractor 


1 Delete clause following last semicolon if. 

prior to the date of execution of this agree¬ 
ment, a final, written determination of alloca¬ 
billty of the Property to the Contract(s) 
has been made. 

3 Where practicable storage rates may be 
computed on a square or cubic foot basis. 
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pack* or otherwise prepares the Property tor 
shipment at the direction of the Contracting 
Officer, the compensation to be paid to the 
Contractor shall be equitably adjusted by 
mutual agreement (or) 

|Alternative] Art. 3. Services. Tire Con¬ 
tractor agrees to perform all the services nec¬ 
essary in the handling, storage, preservation, 
packing and delivery of the Property. 

For his services under this article the Gov¬ 
ernment shall pay the Contractor the fol¬ 
lowing : 

(a) For the necessary handling, packing 
and preparing for storage in connection with 
the initial storage of the Property the sum 

of $_ It is agreed by the parties 

hereto that in the determination of such sum 
due allowance has been made for any sum 
previously paid or payable to the Contractor. 

(b) For the services of storing and pre¬ 
serving the Property the sum of $—.— 

per month. 3 

(c) For any additional services, such as 
packing for shipment, delivery or drayage to 
a designated carrier or transfer agent in ac¬ 
cordance with Article 9 hereof, the Govern¬ 
ment shall pay the Contractor a reasonable 
amount to be determined by mutual agree¬ 
ment. 

With the consent of the parties Schedule “A” 
may be amended from time to time by the 
addition of other property. In the event 
property is so added or when deliveries are 
made pursuant to Article 9 hereof or the Con¬ 
tractor packs or otherwise prepares the Prop¬ 
erty for shipment at the direction of the 
Contracting Officer, the compensation to be 
paid to the Contractor shall be equitably ad¬ 
justed by mutual agreement. Any claim for 
payment in addition to that specified in para¬ 
graphs (a) and (b) hereof or for payment 
under paragraph (c) hereof must be asserted 
within thirty days from the date the services 
are rendered, or within such further period 
as the Contracting Officer may allow. 

The Property shall be stored at the follow¬ 
ing premises: 

I Delete this Article 4 if prior to the date 
of execution of this Agreement, a final writ¬ 
ten determination of the allocability of the 
Property to the Contract(s) and the fact that 
it is Government-owned has been made.] 

Art. 4. Reduction in storage charges. In 
the event it is determined that all or any 
part of the Property is not allocable to the 
terminated portion(s) of the Contract(s), or 
is not Government-owned property, the 
amount of payment(s) set forth in Article 3 
hereof and any additional payments made 
pursuant to Article 12 (b) and (c) hereof 
shall by mutual agreement be reduced retro¬ 
actively to and including the month in which 
the Property was first stored hereunder. 

Art. 5. Contract period, (a) The Contrac¬ 
tor agrees to perform the services described 

in Article 3 hereof beginning on_ 

and continuing until: (i) this contract shall 
be terminated by either party hereto giving 
to the other thirty days’ previous notice in 
writing; or (U) delivery of the entire quan- 
• tity of the Property to the Government. 5 

(b) Upon termination the Contractor shall 
be paid pro rata for storage charges to and 
including the day on which the thirty days' 
notice expires or the delivery to the Govern¬ 
ment of the entire quantity of the Property 
is completed. 


* Where practicable storage rates may be 
computed on a square or cubic foot basis. 

s In case of Navy Department contracts 
add to the end of this sentence the following 
phrase: "or (ill) the 30th of June next suc¬ 
ceeding the date of execution of this agree¬ 
ment and thereafter for such further period 
as may be agreed upon by the parties as evi¬ 
denced by an amendment hereto, whichever 
one of the foregoing is earliest." 


Art. 6. Inspection. The Government re¬ 
serves the right to inspect at any reasonable 
time the Contractor’s storage space and Prop¬ 
erty stored hereunder. 

Art. 7. Segregation of property. All the 
Property shall be kept separate from all other 
property whether or not the Property may, by 
law or by custom, be considered fungible, and 
shall be identified as Government-owned 
property. This does not require, however, 
that the Property be stored in separate rooms, 
on different floor levels from other similar 
property, or in a particular space. 4 

Art. 3. Submission of invoices. The Con¬ 
tractor shall submit monthly to the Con¬ 
tracting Officer properly certified invoices or 
vouchers for all accrued charges under this 
agreement for the preceding storage month. 

Art. 9. Deliveries. Deliveries of all. or from 
time to time of part of the Property from 
storage to the Government at the storing site 
or to its designated carrier or transfer agent 
will be accomplished by the Contractor on 
receipt of a written order from the Govern¬ 
ment. 

Art. 10. Waiver oj lien. The Contractor 
hereby agrees to waive any warehouseman's 
lien on the Property to which it may other¬ 
wise be entitled and agrees that it will not 
assert any warehouseman’s lien thereon. 

Art. 11. Liability for the property, (a) 
The Contractor shall be liable for loss or 
destruction of or damage to the Property 
caused by his failure to comply with the 
provisions of this agreement or failure to 
exercise such care in regard to the Property 
as a reasonably careful owner of similar goods 
would exercise, but he shall not be liable for 
any loss or destruction of or damage to the 
Property which could not have been avoided 
by the exercise of such care, except that 
discrepancies exceeding plus or minus tol¬ 
erances of quantities, weights and conditions 
In accordance with good commercial inven¬ 
tory practice may give rise to a claim by 
either party hereto against the other. 

(b) In the event that all or any part of 
the Property is covered by insurance, the 
policy or policies of insurance shall expressly 
provide for the payment of benefits directly 
to the Government to the extent of its 
interest. 

Art. 12. Federal, State and local taxes. 
(a) The compensation provided herein in¬ 
cludes all applicable Federal, State and local 
taxes (the word "taxes” being used in this 
Article to include fees and charges) in effect 
at the date of this agreement and incurred 
In the performance of this agreement ex¬ 
cept that it does not include any taxes on 
the Property stored under this agreement. 

(b) If after the date of this agreement the 
Federal Government or any State or local 
government shall impose, remove or change 
(Including any change by the removal by 
statute of an exemption available to the 
Contractor for the purposes of this agree¬ 
ment) any tax upon the storage or privilege 
of storing the Property, which tax must be 
borne by the Contractor because of a specific 


4 When in the opinion of the Contracting 
Officer the circumstances so require, special 
articles may be added to this agreement to 
provide for particular methods of storing, 
handling or preserving the Property. 8uch 
articles may specify that certain items or 
groups of items may be placed in outside stor¬ 
age or should receive special maintenance. 
It may also be desirable in some cases to 
specify particular arrangements of the Prop¬ 
erty—for example, between aisles or other¬ 
wise in order to permit ready access to and 
visible inspection of each lot of Property; in 
a particular type of stack so as to protect or 
Insure maximum use of storage space; or in 

accordance with necessary safety require¬ 
ments. 


contractual obligation or by operation of law; 
and, if in case of an increase in such an exist¬ 
ing tax or the imposition of such a new tax. 
the Contractor has paid such tax to the Fed¬ 
eral Government or to a State or local govern¬ 
ment. or any other person; or, in case of a 
decrease or elimination of any such tax, and 
the Contractor is relieved to that extent; 
then the compensation named herein will be 
Increased or decreased accordingly, and any 
amount due to the Contractor as a result of 
such change will be charged to the Govern¬ 
ment and entered on vouchers (or invoices) 
as a separate item: Provided, however. That 
the Government reserves the right to issue to 
the Contractor in lieu of such payment a tax 
exemption certificate or certificates acceptable 
to the Federal Government or State or local 
government, as the case may be. The amount 
of any adjustment pursuant to this para¬ 
graph (b) may be determined by a written 
agreement between the parties hereto. Noth¬ 
ing contained herein shall be construed as 
requiring the Government to reimburse the 
Contractor for any Federal. State, or local 
income taxes, income surtaxes or excess profits 
taxes, transportation taxes or any State or 
local property taxes, except as provided in 
paragraph (c) hereof. 

(c) If after the date of this agreement the 
Contractor incurs any State or local property 
tax with respect to the Property allocable to 
the Contract^) the compensation will be 
increas'*' 4 in the manner set out in paragraph 
(b) hereof. 

(d) In the case of any State or local tax 
which the Contractor contends is chargeable 
to the Government because of the provisions 
of this Article, or any other provision of this 
agreement, the Contractor agrees to give the 
Contracting Officer prompt notice of any 
levy or assessment thereof or claim therefor, 
and to refrain from paying such tax upon the 
direction of the Contracting Officer (in which 
event the Government will save the Con¬ 
tractor harmless from penalties and interest 
incurred through compliance with the direc¬ 
tion of the Contracting Officer not to pay such 
tax); to take such steps as may be directed 
by the Government to cause such tax to be 
paid under protest; to preserve and, if so 
directed by the Contracting Officer, to cause 
to be assigned to the Government, any and 
all rights to the abatement or refund of such 
tax; if so requested, to permit the Govern¬ 
ment to prosecute any claim, litigation or 
proceeding for the abatement or refund of 
such tax in the name of the Contractor and 
to furnish to the Government all reasonable 
assistance and cooperation requested by the 
Government in any litigation or proceeding 
for the abatement or recovery of such tax. 

Art. 13. Convict labor. The Contractor 
shall not in the performance of this Contract 
employ any person undergoing sentence of 
imprisonment at hard labor. 

Art. 1 A. Renegotiation. (War Department 
Procurement Regulations § 803.342 (a); Navy 
Department Procurement Directives, par. 
14,402)—(Insert this clause only when con¬ 
tract is for an amount in excess of $100.0001. 

Art. 15. Eight-hour law. (War Department 
Procurement Regulations. { 803.346; Navy 
Procurement Directives, par. 13,151). 

Art. 16. Anti-discrimination. (War Deport¬ 
ment Procurement Regulations, § 803.325; 
Navy Procurement Directives, par. 17.731). 

Art. 17. Officials not to benefit. (War De¬ 
partment Procurement Regulations, § 303.322; 
Navy Procurement Directives, par. 17.601). 

Art. 18. Covenant against contingent fees. 
(War Department Procurement Regulations. 
5 803.323; Navy Procurement Directives, par. 
10.531). 

Art. 19. Disputes. (War Department Pro¬ 
curement Regulations. § 803 326; Navy Pro¬ 
curement Directives, par. 11.604). 

Art. 20. Assignment of rights hereunder. 
(War Department Procurement Regulations, 
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S 803.355; Navy Procurement Directives, par. 
12.305). 

Art. 21. Definitions, (a) The term “Secre¬ 
tary or War (the Navy)” as used herein shall 
Include the Secretary, Under Secretary, or any 
Assistant Secretary of War (the Navy), and 
the term “his duly authorized representative” 
shall mean any person or board authorized 
by him to act for him other than the Con¬ 
tracting Officer. 

(b) The term “Contracting Officer” means 
(1) the officer or employee who signs this 
agreement in behalf of the Government or 
who is designated as such in this agreement, 
and (2) or any duly appointed successor or 
authorized representative of such a Contract¬ 
ing Officer or any Government agency (or 
person designated thereby) to which this 
agreement is transferred. 

Art. 22. Alterations. The following changes 
were made in this agreement before it was 
signed by the parties hereto: 

| Optional for War Department— Article 23. 

Records of Government-owned Property _ 

_Is designated 

as the officer to maintain the necessary prop¬ 
erty records in connection with this agree¬ 
ment.! 

In witness whereof. 

IJTR 972.21 

§ 849.973 Certificate to be furnished 
by subcontractor regarding disposition of 
allocable termination inventory . The 
form of certificate which follows may be 
incorporated as part of the subcontrac¬ 
tor’s settlement agreement with his cus¬ 
tomer, or it may be a separate instru¬ 
ment. 

Certificate 

(At the top insert all special details re¬ 
lating to the particular subcontract, e. g.. 
name and address of the subcontractor and 
of its customer, the number or other designa¬ 
tion of the terminated subcontract, the serv¬ 
ice or bureau involved, if known, etc.) 

This certificate, executed this_ 


day of___194_„ 

by- (hereinafter 


crflled “the Subcontractor”). 

Witnesseth that: 

Whereas, the Subcontractor and_ 

..(hereinafter called “the 

Customer”) entered into contract No_ 

under date of_194.. 

which. together with any and all amend¬ 
ments, changes, and supplements thereto, is 
hereinafter referred to as “the Subcontract”; 
and 

Whereas, the Customer terminated the 
Subcontract; and 

Whereas, the Customer and the Subcon¬ 
tractor have settled the termination claim 
therefor; and 

Whereas, the term “Subcontract termina¬ 
tion inventory” as used herein, shall mean 
all materials (including a proper part of any 
common materials), determined by the par¬ 
ties. In connection with the settlement of the 
Subcontract, to be properly allocable to the 
terminated portion of the Subcontract, ex¬ 
cept any machinery or equipment subject to 
a separate contract or contract provision 
specifically governing the use or disposition 
thereof; 

Now. therefore, the Subcontractor does 
hereby certify that: 

(1) Ail Subcontract termination inventory 
(including scrap) has been retained, sold, 
returned to suppliers, stored for the Govern¬ 
ment, delivered to the Government, or other¬ 
wise properly accounted for, and all proceeds 
or retention prices thereof, if any, have been 
taken into account in arriving at the settle¬ 
ment of the Subcontract; 


(2) Each of the Subcontractor's immediate 
subcontractors, whose termination claims are 
included in the Subcontractor's termination 
claim against the customer on account of 
the termination of the Subcontract, has fur¬ 
nished to the Subcontraofor a certificate 
substantially similar to this certificate or has 
properly submitted a claim of less than 
$1,000 on Standard Form la of the Office of 
Contract Settlement. 

In witness whereof, etc. 

[JTR 9731 

§ 849.974 Forms relating^ to removal 
of plant equipment held ~under War 
Department facilities contracts. [JTR 
974] 

§ 849.974-1 Application for disposi¬ 
tion of plant equipment. The following 
form of application for disposition of 
plant equipment (together with support¬ 
ing schedules) will be used in accordance 
with § 848.863. 

Note: Forms printed in the Federal Reg¬ 
ister are for information only, and do not 
follow the exact format prescribed by the 
issuing agency. 

Application for Disposition of War Depart¬ 
ment Owned Plant Equipment 


(For use by Facilities Contractor or 
Subcontractor of War Department) 


Owning War Depart¬ 
ment Agency 

Applicant 

Facilities 

Contract 

No. 

8 u b o o n* 
tract 
identi¬ 
fied as 

Address (strut number, city, 
zone and state) 

With Prime Facilities 
Contractor 

Address (street numt*r, 

city, zone and state) 

A pplica- 
tion No. 


For 

Partial dis¬ 
position 
Comp le to 
disposi¬ 
tion 

Date of ap¬ 
plication 

Date received 
by Govern¬ 
ment 


1. Application is hereby made for the dis¬ 
position of War Department-owned plant 
equipment provided under the captioned War 
Department facilities contract (or subcon¬ 
tract) on the basis proposed by the follow¬ 
ing Schedules: 

(a) Purchase Schedule, sheets - 

through_enclosed, describing items 

which we desire to purchase. (See attached 
Exhibit A for details of purchase offer.) 

(b) Removal Schedule, sheets - 

through_enclosed, describing items 

of plant equipment which we request be re¬ 
moved to make space available for produc¬ 
tion of _ Any option rights 

which we may have to purchase any of the 
items described on the Removal Schedule 
and any other rights in and to said items, 
except rights of removal, are hereby waived. 
The extent to which these items can be dis¬ 
mantled and prepared by us for shipment 
or storage, the amount of space required to 
store the items and the amount of adequate 
storage space available at our plant therefor 
are set forth on attached Exhibit B. 

(c) Continued under Contract Schedule, 

sheets _through _enclosed. 

describing items which we desire to continue 
to use under the captioned facilities con¬ 
tract or subcontract. (See General Instruc¬ 
tion 4.) 

2 . It is hereby certified that, except as 
stated on attached Exhibit C, each Item 


listed on the Removal Schedule which is 
marked 01 or 02 In column 4 has been in¬ 
spected by one of our authorized representa¬ 
tives and is operating or is capable of oper¬ 
ating satisfactorily on the operation for 
which it was originally procured. 


(Applicant) 


By—- .-.-. 

(Authorized representative and title) 


(To be completed by Facilities Con¬ 
tractor If applicant is a subcontractor) 


(Date) 

The undersigned hereby waives all of its 
rights in and to the items set forth on the 
inclosed Purchase Schedule or Removal 
Schedule excepting the items listed in Ex¬ 
hibit X which it desires to purchase under 
its option rights in the captioned facilities 
contract: (State details of purchase offer 
In Exhibit X.) 


(Facilities contractor) 

By.. 

(Authorized representative and title) 

Read Instructions before preparing form 

GENERAL INSTRUCTIONS 

1. Tills Form Is prescribed for use by fa¬ 
cilities contractors and subcontractors in 
making demands for the removal of Govern¬ 
ment-owned machinery, tools and equip¬ 
ment (referred to herein as “plant equip¬ 
ment”) held under War Department facilities 
contracts and no longer required for the 
performance of war contracts. The Form 
has been made uniform in order to facilitate 
preparation and review of applications and 
to expedite plant clearance. Prompt action 
upon contractors' applications is dependent 
upon accurate preparation of the Supporting 
Schedules. 

2. Forms may be obtained from any owning 
War Department agency. Reproduction of 
the Form is authorized, but no change in 
arrangement or size (other than omission of 
the instructions) will be made without the 
approval of the owning War Department 
agency. With the approval of the owning 
War Department agency, the format of the 
Supporting Schedules may be varied, or ex¬ 
isting listings of plant equipment may be 
used in lieu of the supporting schedules, pro¬ 
vided no essential information is omitted. 
In order to avoid unnecessary labor you 
should consult the authorized representative 
of the owning war department agency before 
preparing the Supporting Schedules and ex¬ 
hibits. 

3. This application should be submitted to 
the authorized representative of the owning 
War Department agency if you hold the plant 
equipment unaer’ a facilities contract, lease 
or similar arrangement made directly with 
the owning War Department agency; or. If 
you are a subcontractor, to the facilities con- * 
tractor with whom your arrangement for the 
use of the equipment was made. The own¬ 
ing War Department agency will advise as to 
the number of copies of the Form required. 

4. The Continued under Contract Sched¬ 
ule may be prepared in abbreviated form or 
omitted altogether if permitted by the con¬ 
tracting officer. 

instructions for supporting schedules 

1. Supporting Schedules (Purchase Sched¬ 
ule, Removal Schedule and Continued under 
Contract Schedule) will be prepared in the 
following form on 8" x lO^" pages, with 
headings running across the 1Q&" side: 
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Applicant 

Application number 

Pago 

Equipment location 


Purchase* Vdule 


Removal schedule 

Contract Identification 


Continued under contract schedule 

Item 

No. 

Description and quantity 

(“Jo com¬ 
ment in¬ 
ventory 
tag No. 

Condi¬ 

tion 

Period 
of use 

Cost 

Leave 

blank 

F. o. b. 
rnfr. 

Total In 
place 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 










2. If any government-owned accessories or 
6pare parts were acquired under a contract 
other than the contract to which the sup¬ 
porting schedule applies, list such accesso¬ 
ries and spare parts on a separate schedule 
showing appropriate contract number and a 
cross reference to the item for which such 
accessories and spare parts were purchased. 

3. Do not list plant equipment at geo¬ 
graphically separated plants on the same 
page of a supporting schedule. 

4. Number each page of supporting sched¬ 
ules in space provided, using only one series 
of numbers beginning with ‘•1". 

5. Show total cost in Columns 6 and 7 at 
the foot of each sheet and at the end of each 
supporting schedule. 

6. Column instructions: 

Column 1—Item number. Enter consecu¬ 
tive numbers for each item listed starting 
with “l” on each page. 

Qolumn 2—Description and quantity . De¬ 
scription shall be furnished in accordance 
with the "Handbook of Standards for De¬ 
scribing Surplus Property" to the extent 
that it is applicable: if not applicable, the 
owning War Department agency will pre¬ 
scribe the information required. If records 
or schedules, copies of which can be made 
available to the owning War Department 
agency, adequately describe the items to the 
satisfaction of the owning War Department 


agency, they may be used in lieu of furnish¬ 
ing the description required on the above 
form: Provided, however , That Column 2 in¬ 
cludes a clear reference to the respective 
listings on such records or schedules. In any 
event, descriptive data shall be kept to a 
minimum consistent with the needs of the 
owning War Department agency for the in¬ 
formation in ascertaining losses and dis¬ 
charging accountability, effecting sales, and 
reporting to disposal agencies. Quantity of 
units described should be set forth at the 
end of the description on line with the perti¬ 
nent supporting data in Columns 3 
through 7. 

Column 3—Government inventory tag 
number . Where items are grouped, indicate 
all tag numbers involved. 

Column 4—Present condition. Use follow¬ 
ing code to report present condition of each 
item: 

Ol—Excellent—no repairs required. 

02—Good—no repairs required. 

R3—Pair—repairs required. 

R4—Poor—repairs required. 

X—Worn or damaged beyond economical 
repair. 

Column 5— Period of use. Indicate wheth¬ 
er item was new (N) or used (U) when ac¬ 
quired and the period of actual use by the 
applicant, e. g.: 


N 8/10 
1U/45 


H 


Item new when acquired. 
In use from August 1WU to 
October 1945. 


P n #41 * litem used when acquired. 
J VM In use from August 1941 to 
I February 194fi. 


U 10/41 
3/42 
7/42 
4 43 


Items used when acquired. 
In use from October 1941 to 
March 1942 mid July 1912 
,to April 1943. 


Column 6—Cost /. o. b. manufacturer . 
Show cost f. o. b. manufacturer In dollars 
(drop cents) for all Items including standard 
accessories and electrical equipment. 

Column 7 — Cost in place. Entries in this 
column shall be made to the extent and on 
the basis stipulated by the owning War De¬ 
partment agency. 

(JTR 974.1] 

5 849.974-2 Form of receipt and re¬ 
lease with respect to removal of govern¬ 
ment-owned plant equipment. The fol¬ 
lowing form of receipt and release will be 
used for Government-owned plant equip¬ 
ment in accordance with § 848.865-8. 

The United States of America (Govern¬ 
ment) hereby acknowledges receipt from 
..-.- (Contractor) of the follow¬ 
ing items of Government-owned plant equip¬ 
ment listed on the attached schedule con¬ 
sisting of-pages each Initialed by 

the undersigned [which were furnished or 

acquired under Contract No.._ [ 

[title to which was acquired by the Govern¬ 
ment pursuant to Supplemental Agreement 

No *-to Contract No_J. 

Such plant equipment is removed from the 
Contractor's plant pursuant to Section 12 (g) 
of the Contract Settlement Act of 1944. Pur¬ 
suant to said Section the Government ac¬ 
knowledges (a) that, except as expressly 


noted on the attached schedule, 1 each of said 
items has been received in the condition re¬ 
quired by said contract and (b) that, except 
insofar as the Contractor has suffered or per¬ 
mitted any pledge, mortgage, lien or other 
encumbrance to be placed upon any of said 
items in contravention of said contract and 
except as to items not received In the condi¬ 
tion required by said contract, all obligations 
of the contractor to the Government under 
said contract with respect to the items listed 
on the attached schedule either have been 
discharged in full or are hereby waived and 
released by the Government. 

United States op America, 

By.-.. 

Name and title of officer 

Dated_ 

(JTR 974.2] 

§ 849.974-3 Agreement with war con¬ 
tractor for storage and service with re¬ 
gard to plant equipment. The following 
form will be used in accordance with 
§ 848.865-5. 

(At the top insert all special details relat¬ 
ing to number of contract, service involved, 
appropriation, allotment, etc. 


1 Indicate which items are not in the condi¬ 
tion required by the facilities contract. 


This agreement, entered into pursuant to 
the Contract Settlement Act of 1944, as of 

this - day of _ 

194-., by the United States of America (here¬ 
inafter called "the Government"), repre¬ 
sented by the contracting officer executing 

this contract and _ 

(hereinafter called "the Contractor"); 

Witnesseth that: 

Whereas, the Contractor has in his pos¬ 
session certain Government-owned plant 
equipment listed on Schedule A attached 

hereto, furnished under Contract No._ 

-- which the Contractor no longer requires 

for the performance of his war contracts and 
of which the Contractor has demanded re¬ 
moval by the Government pursuant to Sec¬ 
tion 12 (g) of the Contract Settlement Act of 
1944 (hereinafter called "the Act"): and 

W'hereas, the Contractor represents that 
the items of said plant equipment are now 
In the condition described in Schedule A: 
and 

Whereas, the Contractor is willing to store 
such plant equipment and perform certain 
services in connection therewith; 

Now. therefore, the parties hereto do mu¬ 
tually agree as follows: 

Article 1. Release of obligations under fa¬ 
cilities contract. Pursuant to Section 12 (g) 
of the Act the Government acknowledges that 
the items of Government-owned plant equip¬ 
ment listed on Schedule A, in the quantities 
and condition there described, are now In the 

condition required by Contract No... 

except as expressly noted on Schedule A. and 
that, except insef ir as the Contractor has 
suffered or permitted any pledge, mortgage, 
lien or other encumbrance to be placed upon 
any of said items In contravention of said 
contract and except as to items which are 
not now in the condition required by said 

Contract No. -- all obligations of 

the Contractor to the Government under 

said Contract No.-with respect to 

the items listed on Schedule A at the date 
of this agreement either have been dis¬ 
charged in full or are hereby waived and re¬ 
leased by the Government. 

Art. 2. The Contractor agrees that It will 
hold and store the plant equipment listed 
on Schedule A in accordance with the terms 
of this agreement. The plant equipment 
listed on Schedule A, as it may from time to 
time be amended, is hereinafter referred to 
ns "the Property". 

Art. 3. Alternative Article 3 JTR § 849.972.2.* 

Art. 4-9. Articles 5-10 JTR § 849.972-2. 

Art. 10. Liability for the property, (a) The 
Contractor shall be liable for loss or destruc¬ 
tion of or damage to the Property, caused by 
his failure to comply with the provisions of 
this agreement or failure to exercise such care 
in regard to the Property as a reasonably 
careful owner of similar goods would exercise, 
but he shall not be liable for any lass or de¬ 
struction of or damage to the Property which 
could not have been avoided by the exercise 
of such care. 

(b) In the event that all or any part of 
the property is covered by insurance, the 
policy or policies of Insurance shall expressly 
provide for the payment of benefits directly 
to the Government to the extent of its in¬ 
terest. 

Art. 11-12. Articles 12-22 § 849.972-2. 

In witness whereof 

[JTR 974.3J 

* Where appropriate the following sentence 
should be added at the end of subparagraph 
(b) of Alternative Article 3 JTR 972.2 
(I 849 972-2): It is agreed by the parties 
hereto that in the determination of such sum 
due allowance has been made for any storage 
to which the Government Is entitled by rea¬ 
son of said Contract No.__ 
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SUBPART H—FORMS RELATING TO SETTLE¬ 
MENT 

§ 849.980 Scope. This subpart con¬ 
tains forms of settlement agreements for 
various types of terminated prime con¬ 
tracts and related forms for settlements 
with subcontractors and with War Sup¬ 
plies Limited (Canada). [JTR 9801 

§ 849.981 Settlement agreement for 
fixed-price prime contracts. LJTR 9811 

§ 849.981-1 Settlement agreement for 
use in settling fixed-price prime con¬ 
tracts after complete termination. The 
following form will be used in accord¬ 
ance with Subpart D of Part 847: 

(At the top Insert all special details relating 
to the particular contract terminated; e.g., 
number of contract, service or bureau invol¬ 
ved. appropriation or allotment, etc.) 

This supplemental settlement agreement, 
entered into pursuant to the Contract Set¬ 
tlement Act o t 1944 (hereinafter called “the 

Act"). as of this_day of_ 

_194__ by the United States of 

America (hereinafter called “the Govern¬ 
ment") represented by the Contracting Of¬ 
ficer executing this contract and_ 

_ (hereinafter called “the Con¬ 
tractor") , 

Witnesseth that: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No- 

_under date of _ 194. 

which, together with any and all amend¬ 
ments, changes, and supplements thereto, 
is hereinafter referred to as "the Contract"; 
and 

Whereas, the Act declares that upon the 
termination of any war contract (as there¬ 
in defined) in whole or in part for the con¬ 
venience or at the option of the Govern¬ 
ment, it shall be the responsibility of the 
contracting agency (as therein defined) to 
provide the war contractor with speedy and 
fair compensation for the termination of the 
war contract and provides that any contract¬ 
ing agency may settle all or any part of any 
termination claim under any war contract 
by agreement with the war contractor; and 

(Insert the following “Whereas" clause if 
the Contract contains a termination article 
with provisions similar to those set out in 
this clause.) 

Whereas, the Contract provides that the 
performance of work thereunder may at the 
convenience or option of the Government be 
terminated by the Government in whole, or 
from time to time in part, whenever any such 
termination is determined to be for the best 
interests of the Government, and that the 
Contractor and Contracting Officer may agree 
upon the whole or any part of the amount 
or amounts to be paid to the Contractor by 
reason of such termination; and 

Whereas, by notice of termination dated 
_the Government advised the Con¬ 
tractor of the complete termination of the 
Contract for the convenience or at the option 
of the Government: and 

Whereas, the term “Contract termination 
inventory", as used herein, shall mean all 
materials (including a proper part of any 
common materials), determined by the par¬ 
ties hereto, in connection with this settle¬ 
ment. to be properly aUocable to the termi¬ 
nated portion of the Contract, except any 
machinery or equipment subject to a sepa¬ 
rate contract or contract provision specifically 
governing the use or disposition thereof; 
and 

Whereas, the term "subcontract termina¬ 
tion inventory," as used herein, shall mean 
all materials (including a proper part of 
any common materials) determined by the 
parties to any subcontract under the Con¬ 
tract, in connection with the settlement 
thereof, to be properly aUocable to the termi¬ 


nated portion of such subcontract, except any 
machinery or equipment subject to a sepa¬ 
rate contract, or contract provision, specifi¬ 
cally governing the use or disposition there¬ 
of; 

Now, therefore, the parties hereto do mutu¬ 
ally agree as follows: (Insert whichever form 
of Article 1 is applicable. Use of the third 
alternative form is not favored. It should 
be resorted to as a temporary measure only 
where a storage agreement is not feasible 
and where no other practicable method of 
property disposal is avaUable which will per¬ 
mit the signing of a settlement agreement 
(see $ 844.465-3).) 

Article 1. The Contractor certifies that all 
Contract termination inventory * (including 
scrap), has been retained, sold to third par¬ 
ties, returned to suppliers, stored for the 
Government, delivered to the Government, 
or otherwise properly accounted for, and aU 
proceeds or retention prices thereof, if any, 
have been taken into account in arriving at 
this Agreement. (Or) 

Article 1. (a) The Contractor certifies that 
a portion of the Contract termination In¬ 
ventory (including scrap), has been retained, 
sold to third parties, returned to suppliers, 
stored for the Government, delivered to the 
Government, or otherwise properly accounted 
for. and all proceeds or retention prices 
thereof, if any, have been taken into account 
in arriving at this Agreement. 

(b) With respect to all Contract termina¬ 
tion inventory not so disposed of prior to the 
date of execution of this Agreement, and 
described in the inventory schedules sub¬ 
mitted by the Contractor in advance of or in 
connection with its Settlement Proposal, the 
parties shall promptly execute a storage 
agreement substantially in the form set forth 
in the Joint Termination Regulation, 
§849.972-1 for § 849.972-2). (Or) 

Article 1. (a) The Contractor certifies that 
a portion of the Contract termination In¬ 
ventory (including scrap) has been retained, 
sold to third parties, returned to suppliers, 
stored for the Government, delivered to the 
Government, or otherwise properly accounted 
for, and all proceeds or retention prices 
thereof, if any, have been taken into account 
in arriving at this Agreement; 

(b) Subject to the qualification stated 
below in subparagraph (c) of this Article 1, 
the Contractor hereby transfers and con¬ 
veys to the Government, free and clear of all 
liens and encumbrances, and with the right 
to immediate possession, title to the Con¬ 
tract termination inventory not so disposed 
of prior to the date of execution of this Agree¬ 
ment and described in the inventory sched¬ 
ules (hereafter sometimes referred to as “the 
Schedules") submitted by the Contractor in 
advance of or In connection with, its Settle¬ 
ment Proposal. It is the intent and purpose 
of this Article to convey to the Government— 
to the extent not previously conveyed—all 
residual Contract termination inventory: 
and to this end. it is understood (1) that 
such Schedules do not include, and it is in¬ 
tended that they shall not Include, any Con¬ 
tract termination inventory properly dis¬ 
posed of by the Contractor prior to the date 
of execution of this Agreement, but (2) that 
such Schedules do include all Contract ter¬ 
mination inventory not so disposed of as of 
the date of this Agreement. Such Schedules 
are identified as follows: (Here insert exact 
reference to the inventory schedules sub¬ 
mitted in advance of. or in connection with, 
the Contractor’s Settlement Proposal, with 
explanation if necessary, that such schedules 
have been revised to eliminate any items 
disposed of after original submission of the 
schedules but prior to execution of the set¬ 
tlement agreement. In lieu of such refer¬ 
ence the parties may refer to, or attach, a 
separate list adequately describing the Con¬ 
tract termination inventory so transferred 
and conveyed.) 


If and to the extent that, as of the date 
of this Agreement, any such Contract ter¬ 
mination inventory so described on the 
Schedules (or by separate list, as above pro¬ 
vided) is not segregated from the Contrac¬ 
tor’s other property and clearly identified a 3 
belonging to the Government, the Contractor 
agrees to effect such segregation and identi¬ 
fication with reasonable dispatch. 

(c) If later, upon the execution of a stor¬ 
age agreement covering such Contract ter¬ 
mination Inventory or upon its removal from 
the Contractor’s premises by and for the Gov¬ 
ernment, or at any time prior to either of 
such events, discrepancies are discovered be¬ 
tween the quantities, weights, or conditions 
of such inventory shown on the aforesaid 
Schedules or lists and the quantities, weights 
or conditions actually found by the Govern¬ 
ment. the Contractor shall reimburse the 
Government to the extent of any shortage, 
loss, destruction, or damage with respect to 
such inventory (measured by the loss cf 
fair value) at the time such discrepancies arc 
discovered; provided (1) that plus or minus 
tolerances of quantities, weights and condi¬ 
tions within reasonable limits In accordance 
with good commercial inventory practice will 
be accepted and discrepancies within such 
tolerances shall create no claim by either 
party against the other; and (2) that even 
if minus tolerances are exceeded, the Con¬ 
tractor shall not be liable therefor unless 
they are caused by any shortage, loss, de¬ 
struction, or damage resulting from the Con¬ 
tractor’s failure to exercise such care In regard 
to such inventory as a reasonably careful 
owner of similar goods would exercise. The 
Contracting Officer shall determine (i) 
whether such tolerances are exceeded, (ii) 
whether, if so, such excess resulted from 
failure to exercise such care, and (iii) the 
extent of any shortage, loss, destruction, or 
damage with respect to such inventory. Such 
determination will be subject, however, to 
any provisions of the Contract relating to 
settlement of disputes, and any claims aris¬ 
ing thereunder may be settled by negotiation 
between the parties. 

(d) Pending ultimate disposition of such 
Contract termination inventory, the Govern¬ 
ment may at all reasonable times have access 
to the Contractor's premises for the purpose 
of (1) furnishing extra plant protection. (2) 
making inspections of such inventory, (3) 
preparing additional inventory schedules. (4) 
crating, baling, or otherwise packaging such 
Inventory, (6) arranging for selling or scrap¬ 
ping such inventory, and (6) accomplishing 
any other lawful purpose. The Contractor 
expressly waives any claim under this Agree¬ 
ment or under the Act to storage charges 
for the period during which such inventory, 
or any part thereof, remains on its premise? 
under the terms of this Agreement. Such 
period may, at the option of the Government, 

extend for-days after execution of 

this Agreement, but not longer except wdth 
the consent of the Contractor. 

Art. 2. (a) The Contractor certifies that, 
prior to the execution of this Agreement, 
each of the Contractor’s immediate subcon¬ 
tractors whose claim is included in the claim 
settled by this Agreement has either (1) 
properly submitted his claim on Standard 
Form la of the Office of Contract Settlement 
or (2) furnished to the Contractor a certifi¬ 
cate stating (i) that all his subcontract ter¬ 
mination Inventory (including scrap), has 
been retained, sold, returned to suppliers, 
stored for the Government, delivered to the 
Government, or otherwise properly accounted 
for, and all proceeds or retention priced there¬ 
of, If any, w f ere taken into account in arriv¬ 
ing at the settlement of the subcontract or 
subcontracts and (ii) that the subcontractor 
has received from each of his immediate sub¬ 
contractors whose claim was included In his 
claim either a claim properly submitted on 
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said Standard Form la or a certificate sub¬ 
stantially similar to clause (1) and this clause 
(ii) of this Article 2 (a). 

(b) The Contractor hereby transfers and 
conveys to the Government all the right, title 
and interest, if any. which the Contractor 
has received, or is entitled to receive, in and 
to subcontract termination inventory, if any. 
not otherwise properly accounted for, and 
hereby assigns to the Government any and 
all of its rights relating thereto whether aris¬ 
ing under negotiated settlements, formula 
determinations, or otherwise. 

Art. 3. In all cases where the Contractor 
has not previously made such payments, th<* 
Contractor shall, within ten (10) days after 
receipt of the payment provided for hereun¬ 
der. pay to each of its immediate subcontrac¬ 
tors and suppliers (or to their respective as¬ 
signees) the respective amounts to which 
they are entitled, after deducting, if the Con¬ 
tractor so elects, any amounts then due and 
payable to the Contractor by such subcon¬ 
tractors and suppliers. If the Contractor 
falls to make any such payment within ten 
(10) days, the Contractor will, upon request, 
return to the Government the amount so pay¬ 
able to such immediate subcontractors and 
suppliers, less any amount then due and pay¬ 
able to the Contractor by them. 

Art. 4. (a) The Contractor has received the 
sum of $--(a) ...on ac¬ 

count of work and services performed, or ar¬ 
ticles delivered, under the Contract. 1 2 * * * * * * The 
Government as part of this negotiated set¬ 
tlement, hereby confirms and acknowledges 
the right of the Contractor to retain such 
sum heretofore paid and agrees that such sum 
constitutes a portion of the total amount to 
which the Contractor is entitled in complete 
and final settlement of the Contract. 

(b) In addition, upon execution of this 
Agreement (and of the storage agreement(s) 
referred to in Article 1) 9 the Government 
agrees to pay to the Contractor or its assignee, 
upon presentation of properly certified in¬ 
voices or vouchers, the sum of $_(b) 

-representing the sum of $_ 


(x) -less (1) the amount of $_ 

(y) -. representing all unliquidated 


partial or progress payments previously made 
on account to the Contractor or its assignee 
and all unliquidated advance payments (with 
interest, if any, thereon) and (2) the amount 

of $- (z) -representing* 

all applicable property disposal credits. All 
interest to which the Contractor is entitled 
under the Act to the date of payment is in¬ 
cluded in said sum of $_(b)__ 

or, to the extent not so included. Is expressly 
waived by this agreement.* Said sum, to¬ 
gether with all other sums heretofore paid, 
constitutes payment in full and complete set¬ 
tlement of the amount due the Contractor by 
reason of the complete termination of work 
under the Contract and of all other claims 
of the Contractor under the Contract, and 
under the Act, in so far as it pertains to the 


'If the Contractor has performed work or 
services or delivered articles under the Con¬ 
tract, for which it has not been paid at the 
time of the Agreement, provision should be 
made in the agreement for such payment un¬ 
der Article 4 (b) as part of the sum of 

$ .(b). 

- This phrase to be inserted only when the 
second form of Article 1 is used. 

3 Where interest is not waived and the par¬ 
ties have not included in the Agreement a 
lump sum for interest to the date of payment, 
the following should be substituted for this 

sentence: "Said sum of $_(b)__ 

includes all interest to which the Contractor 
is entitled under the Act to the date of exe¬ 
cution of this Agreement: for each day there¬ 
after until final payment hereunder, the Con¬ 
tractor shall be entitled to interest at the 

* .( u ).per day." Also, 

in tne next sentence change the words "sura" 
to ‘sums” and "constitutes” to "constitute”. 


Contract, except as hereinafter provided in 
this Article. 

(c) Upon payment of said sum of $_ 

(b)-- as aforesaid, all rights and lia¬ 

bilities of the parties under the Contract and 
under the Act, in so far as it pertains to the 
Contract, shall cease forthwith and be forever 
released except: 

[The following list of excepted rights and 
liabilities is intended to cover those which 
should most frequently be excepted, and 
which should in any event be scrutinized at 
the time a settlement agreement is signed. 
The suggested language of the enumerated 
excepted items on the list may be varied in 
the discretion of the contracting officer to 
cover more accuratr/y the exceptions needed 
in a particular case. Where greater accuracy 
or completeness may be achieved by a refer¬ 
ence to the number of the Contract article 
or provision covering the excepted matter in 
question, this method of enumerating ex¬ 
cepted rights and liabilities may be followed. 
Omit any of the following which are not 
applicable and add any additional exceptions 
required. 1 

(1) All rights and liabilities, if any, of the 
parties under the Renegotiation Act. 

(2) All rights and liabilities of the parties 
under the articles, if any, of the Contract 
which relate to reproduction rights, patent 
infringements, inventions, applications for 
patent and patents, including rights to as¬ 
signments, invention reports and licenses, 
covenants of Indemnity against patent risks 
and bonds for patent indemnity obligations, 
together with all rights and liabilities under 
any such bond. 

(3) All rights of the Government to take 
the benefit of any adjustments of royalties 
under the Royalty Adjustment Act of October 
31, 1942 (Public No. 768. 77th Cong.; 35 U.S.C. 
89-96) and to take the benefit of agreements 
reducing or otherwise affecting royalties paid 
or payable in connection with the perform¬ 
ance of the Contract. 

(4) All rights and liabilities of the parties 
under the articles, if any, in the Contract 
applicable to options (except options to con¬ 
tinue or increase the work under the Con¬ 
tract), covenants not to compete, covenants 
of indemnity, and agreements with respect 
to the future care and disposition by the Con¬ 
tractor of Government-owned facilities re¬ 
maining in his custody. 

(5) All rights and liabilities of the parties 
arising under the Contract articles, if any, or 
otherwise, concerning defects in, and guaran¬ 
tees or warranties relating to, any completed 
articles or component parts furnished to the 
Government by the Contractor pursuant to 
the Contract or this Agreement. 

[The following paragraph (6) to be inserted 
only when the third alternative form of 
Article 1 Is used] 

(6) All rights and liabilities of the parties 
under the articles, if any, of the Contract 
concerning settlement of disputes growing 
out of any determination made by the Con¬ 
tracting Officer under Article 1 of this Agree¬ 
ment. 

(7) All rights and liabilities, if any, of the 
parties under the Act relating to removal 
and storage of Contract termination inven¬ 
tory. 

(8) All rights and liabilities, if any, of the 
parties under those clauses Inserted in the 
Contract because of the requirements of Acts 
of Congress and Executive Orders, including, 
without limitation, any applicable clauses 
relating to the following topics: labor law, 
contingent fees, domestic articles, employ¬ 
ment of aliens, "officials not to benefit.” 

[The following subparagraph (9) to be in¬ 
serted only where the parties have not agreed 
on the total amount to be Included as inter¬ 
est to the date of payment. | 

(9) The right of the Contractor to receive, 

and the obligation of the Government to pay. 
Interest under the Act at $_ (u) 


-per day from the date of execution 

hereof to the date of payment. 

In witness whereof, etc., 

[JTR 981.1] 

§ 849.981-2 Settlement agreement for 
use in settling fixed-price prime contracts 
after partial tennination . The following 
form will be used in accordance with 
subpart D of Part 847: 

(Here Insert unchanged all the material of 
§ 849.981-1, "Settlement agreement for use in 
settling fixed-price prime contracts after 
complete termination." after the heading and 
up to Article 1. with the exception of the 
fourth "Whereas" clause. In lieu of such 
clause, substitute the following: 

Whereas,,, the Government by Notice of 

Termination dated_advised 

the Contractor of the partial termination of 
the Contract as of the date and to the extent 
provided in such Notice, to which reference 
is hereby made as to the part terminated, and 
said part is hereinafter referred to as "the 
terminated portion of the Contract;" and) 

Article 1. (Here Insert the appropriate 
form of Article 1 of § 849.981-1) 

Art. 2. (Here insert Article 2 of 

§ 849.981-1) 

Art. 3. (Here insert Article 3 of 

§ 849.981-1) 

Art. 4. Upon execution of this Agree¬ 
ment (and of the storage agreement(s) re¬ 
ferred to in Article 1) * the Government 
agrees to pay to the Contractor or its as¬ 
signee, upon presentation of properly certi¬ 
fied invoices or vouchers, the sum of $_ 

(a) -- representing the sum of 

. (x) . less (1) the 

amount of $..(y)_repre¬ 

senting all unliquidated partial or progress 
payments previously made on account to the 
Contractor or its assignee and all unliqui¬ 
dated advance payments (with Interest, if 
any, thereon) applicable to the terminated 
portion of the Contract, and (2) the amount 

of $- (z) - representing 

all applicable property disposal credits. All 
interest to which the Contractor is entitled 
under the Act to the date of payment is in¬ 
cluded in said sum of $_ (a) 

-- or, to the extent not so included. 

is expressly waived by this agreement. 1 Said 
sum. together with all other sums heretofore 
paid, constitutes payment in full and com¬ 
plete settlement of the amount due the Con¬ 
tractor with respect to the terminated por¬ 
tion of the Contract. 

Upon payment of said sum of $_ 

(a) -- as aforesaid, all obligations 

of the contractor to perform further work or 
services or to make further deliveries under 
the terminated portion of the Contract and 
all obligations of the Government to make 
further payments or to carry out other un¬ 
dertakings in connection therewith shall 
cease: Provided, however, That nothing here¬ 
in contained shall impair or affect in any way 
(1) any other covenants, terms or conditions 
of the Contract; or (2) any rights or liabili¬ 
ties of the parties arising from any provisions 
of law, including, without limitation, the 
Contract Settlement Act of 1944, the Renc- 


1 This phrase to be inserted only whan 
the second form of Article 1 is used. 

2 Where interest is not waived and the 

parties have not included in the Agreement 

a lump sum for interest to the date of pay¬ 
ment. the following should be substituted 

for this sentence: "Said sum of $_ 

(a)_Includes all interest to which 

the Contractor is entitled under the Act to 
the date of execution of this Agreement; for 
each day thereafter until final payment here¬ 
under, the Contractor shall be entitled to 

interest at the rate of $_ (u) 

-per day.” Also, in the next sen¬ 
tence change the words "sum" to "sums" and 
"constitutes" to "constitute". 
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gotiation Act. and the Royalty Adjustment 
Act of October 31, 1942 or (Insert only where 
parties have not agreed on total amount to 
be paid as interest to date of payment] (3) 
the right of the Contractor to receive, and 
the obligation of the Government to pay, 

interest at $- (u) -per 

day from the date of execution hereof to the 
date cf payment. 

In witness whereof, etc., 

[JTR 981.2] 

§ 849.981-3 No-cost settlement agree¬ 
ment for ruse in settling fixed-price prime 
contracts after complete termination 
where contractor presents no claim. 

(At the top insert all special details relat¬ 
ing to the particular contract termination: 
e. g., number of contract, service or bureau 
Involved, appropriation or allotment, etc.) 

This supplemental settlement agreement, 
entered Into pursuant to the Contract Set¬ 
tlement Act of 1944 (hereinafter called “the 

Act"), this.day of... 

194.., by the United States of America (here¬ 
inafter called “the Government") represented 
by the Contracting Officer executing this con¬ 
tract and_(hereinafter called 

“the Contractor"), 

Witnesseth that: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No.- 

under date of-194_., which, 

together with any and all amendments, 
changes, and supplements thereto, is here¬ 
inafter referred to as “the Contract"; and 

Whereas, the Act declares that, upon the 
termination of war contracts (as therein de¬ 
fined) in whole or in part for the conven¬ 
ience or at the option of the Government, 
it shall be the responsibility of the contract¬ 
ing agency (as therein defined) to provide 
the war contractor with speedy and fair com¬ 
pensation for the termination of the war con¬ 
tract and provides that any contracting 
agency may settle all or any part of any ter¬ 
mination claim under any war contract by 
agreement with the war contractor; and 

(Insert the following "Whereas" clause 
If the Contract contains a termination ar¬ 
ticle with provisions similar to those set out 
in this clause.] 

Whereas, the Contract provides that the 
performance of work thereunder may at the 
convenience or option of the Government be 
terminated by the Government in whole, or 
from time to time in part, whenever any such 
termination is determined to be for the best 
interest of the Government, and that the 
Contractor and Contracting Officer may agree 
upon the whole or any part of the amount 
or amounts to be paid to the Contractor by 
reason of such termination; and 

Whereas, by notice of Termination dated 
_104-., the Government ad¬ 
vised the Contractor of the complete termi¬ 
nation of the Contract for the convenience or 
at the option of the Government; and 

Whereas, the Contractor is willing to waive 
unconditionally any claim against the Gov¬ 
ernment by reason of such termination; and 

Whereas, such unconditional waiver by the 
Contractor will expedite settlement of the 
Contract and will otherwise promote the 
objectives of the Contract Settlement Act 
of 1944, 

Now, therefore, the parties hereto agree as 
follows: 

Article 1. The Contractor hereby uncondi¬ 
tionally waives any claim against the Gov¬ 
ernment by reason of the termination of the 
Contract. 

Art. 2. The parties agree to, and do hereby, 
release each other from any and all obliga¬ 
tions arising under the Contract or by reason 
of its termination or under the Act, in so far 
as it pertains to the Contract, and all rights 
and liabilities of the parties so arising shall 
cease forthwith and be forever released ex¬ 
cept as follows: 


(The following list of excepted rights and 
liabilities is intended to cover those which 
should most frequently be excepted, and 
which should in any event be scrutinized at 
the time a “no-cost" settlement agreement 
is signed. The suggested language of the 
enumerated excepted items on the list may 
be varied in the discretion of the contracting 
officer to cover more accurately the excep¬ 
tions needed in a particular case. Where 
greater accuracy or completeness may be 
achieved by a reference to the number of the 
Contract article or provision covering the 
excepted matter in question, this method 
of enumerating excepted rights and liabil¬ 
ities may be followed. Onrit any of the fol¬ 
lowing which are not applicable and add any 
additional exceptions required.] 

(1) All rights and liabilities, if any, of the 
parties under the Renegotiation Act. 

(2) All rights and liabilities of the parties 
under the articles, if any, of the Contract 
which relate to reproduction rights, patent 
infringements, inventions, applications for 
patent and patents, including rights to 
assignments, invention reports and licenses, 
covenants of indemnity against patent risks 
and bonds for patent indemnity obligations, 
together with all rights and liabilities under 
any such bond. 

(3) All rights of the Government to take 
the benefit of any adjustments of royalties 
under the Royalty Adjustment Act of October 
31. 1942 (Public No. 768, 77th Cong.; 35 
U3.C. 89-96) and to take the benefit of 
agreements reducing or otherwise affecting 
royalties paid or payable in connection with 
the performance of the Contract. 

(4) All rights and liabilities of the parties 
under the articles, if any, in the Contract 
applicable to options (except options to con¬ 
tinue or increase the work under the Con¬ 
tract) . covenants not to compete, covenants 
of indemnity, and agreements with respect 
to the future care and disposition by the 
Contractor of Government-owned facilities 
remaining in his custody. 

(5) All rights and liabilities of the parties 
arising under the Contract articles, if any, 
or otherwise, concerning defects in, and 
guarantees or warranties relating to, any 
completed articles or component parts fur¬ 
nished to the Government by the Contractor 
or work done by the Contractor pursuant 
to the Contract. 

(6) All rights and liabilities, if any. of the 
parties under those clauses inserted in the 
Contract because of the requirements of Acts 
of Congress and Executive Orders, includ¬ 
ing, without limitation, any applicable 
clauses relating to the following topics: labor 
law, contingent fees, domestic articles, em¬ 
ployment of aliens, "officials not to benefit.** 

In witness whereof, etc., 

[JTR 981.31 

§ 849.981-4 No-cost settlement agree¬ 
ment for use in settling fixed-price prime 
contracts after partial termination where 
contractor presents no claim. 

(At the top insert all special details re¬ 
lating to the particular contract termina¬ 
tion: e. g., number of contract, technical 
service or bureau involved, appropriation or 
allotment, etc.) 

This supplemental settlement agreement, 
entered into pursuant to the Contract Set¬ 
tlement Act of 1944 (hereinafter called “the 

Act"), this_day of - 

194--, by the United States of America 
(hereinafter called “the Government" rep¬ 
resented by the Contracting Officer execut¬ 
ing this contract and _- 

(hereinafter called “the Contractor"), 

Witnesseth that: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No- 

under date of---194__ which, 

together with any and all amendments, 


changes, and supplements thereto, is here¬ 
inafter referred to as "the Contract"; and 
Whereas, the Act declares that, upon ter¬ 
mination of war contracts (as therein de¬ 
fined) in whole or in part for the convenience 
or at the option of the Government, it shall 
be the responsibility of the contracting 
agencies (as therein defined) to provide war 
contractors with speedy and fair compensa¬ 
tion for the termination of any war con¬ 
tract and provides that any contracting 
agency may settle all or any part of any 
termination claim under any war contract 
by agreement with the war contractor; and 
(Insert the following "Whereas" clause if 
the Contract contains a termination article 
with provisions similar to those set out in 
this clause.] 

Whereas, the Contract provides that the 
performance of work thereunder may at the 
convenience or option of the Government, 
be terminated by the Government in whole, 
or from time to time in part, whenever any 
such termination is determined to he for the 
best interest of the Government, and that 
the Contractor and Contracting Officer may 
agree upon the whole or any part of the 
amount or amounts to be paid to the Con¬ 
tractor by reason of such termination; and 
Whereas, by Notice of Termination dated 
_194--, the Government ad¬ 
vised the Contractor of the partial termina¬ 
tion of the Contract for the convenience or 
at the option of the Government, as of the 
date and to the extent provided In such 
notice, to which reference is hereby made as 
to the part terminated, and said part is here¬ 
inafter referred to as the "terminated por¬ 
tion of the Contract"; and 

Whereas, the Contractor Is willing to waive 
unconditionally any claim against the Gov¬ 
ernment by reason of such termination; and 
Whereas, such unconditional waiver by the 
Contractor will expedite settlement of tha 
Contract and will otherwise promote the ob¬ 
jectives of the Contract Settlement Act of 
1944. 

Now, therefore, the parties hereto agree a3 
follows: 

Article 1. The Contractor hereby uncondi¬ 
tionally waives any claim against the Gov¬ 
ernment arising under the terminated por¬ 
tion of the Contract or by reason of its ter¬ 
mination including, without limitation, all 
obligations of the Government to make fur¬ 
ther payments or to carry out other under¬ 
takings in connection with said terminated 
portion, and the Government hereby uncon¬ 
ditionally releases the Contractor from any 
obligation to perform further work or serv¬ 
ices or to make further deliveries of articles 
or materials under the terminated portion 
of the Contract: Provided, however, That 
nothing herein contained shall impair or af¬ 
fect in any way any oilier covenants, terms, 
or conditions of the Contract, 

In witness whereof 

rJTR 981.4] 

§ 849.983 Settlement agreements for 
cost-plus-a-fixed-fee contracts. [JTR 
983] 

§ 849.983-1 Settlement agreement for 
use in settling cost-plus-a-fixed-fee 
prime contracts after complete termina¬ 
tion. The following form is designed for 
a negotiated settlement, under Subpart P 
of Part 845, after complete termination. 
In using it for other settlements author¬ 
ized by §§ 845.561-1 to 845.561-4, inclu¬ 
sive, appropriate changes should be 
made. 

(Here insert unchanged all the material 
of § 849.981-1, “Settlement Agreement for use 
in settling fixed-price prime contracts after 
complete termination", after the heading up 
to Article 1.) 
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Article 1. The Contractor certifies that 
all Contract termination inventory (includ¬ 
ing scrap), has been retained, sold to third 
parties, returned to suppliers, stored for the 
Government, delivered to the Government, 
or otherwise properly accounted for. and all 
proceeds or retention prices thereof, If any, 
have been taken into account in arriving at 
this Agreement. (Or ) 

Article 1 (a) The Contractor certifies that 
a portion of the Contract termination inven¬ 
tory (including scrap), has been retained, 
sold to third parties, returned to suppliers, 
stored for the Government, delivered to the 
Government, or otherwise properly accounted 
for, and all proceeds or retention prices 
thereof, if any, have been taken into account 
In arriving at this Agreement. 

(b) With respect to all Contract termina¬ 
tion inventory not so dispo c ed of prior to the 
date of execution of this Agreement, and de¬ 
scribed in the inventory schedules submitted 
by the Contractor in advance of or in connec¬ 
tion with its Settlement Proposal, the parties 
shall promptly execute a storage agreement 
substantially in the form set forth in 
i 849.972-1 | or § 849.972-21. (Or) 

Article 1. (a) The Contractor certifies that 
n portion of the Contract termination inven¬ 
tory (including scrap) has been retained, sold 
to third parties, returned to suppliers, stored 
for the Government, delivered to the Govern¬ 
ment, or otherwise properly accounted for, 
and ail proceeds or retention prices thereof, 
if any, have been taken into account in ar¬ 
riving at this Agreement. 

(b) Subject to the qualification stated be¬ 
low in subparagraph (c) of this Article 1, the 
Contractor confirms and acknowledges that, 
with respect to all the Contract termination 
inventory not so disposed of prior to the 
date of execution of this Agreement and de¬ 
scribed on the schedules attached hereto as 
"Exhibit A", the Government either now’ 
possesses, or hereby receives a transfer and 
conveyance of. title, free and clear of all liens 
and encumbrances, and the right to imme¬ 
diate possession. [Schedules or lists may, if 
clearly identified, be incorporated by refer¬ 
ence and not physically attached.) It is the 
Intent and purpose of this Agreement to 
confirm in the Government, or convey to the 
Government, as the case may be, title to rII 
residual Contract termination Inventory; 
and to this end it is understood (1) that 
such schedules do not include, and it is in¬ 
tended that they shall not include, any Con¬ 
tract termination inventory properly dis¬ 
posed of by the Contractor prior to date of 
execution of this Agreement, but (2) that 
such schedules do include all Contract ter¬ 
mination inventory not so disposed of as of 
the date of execution of this Agreement. 

If and to the extent that, as of the date 
of this Agreement, any Contract termination 
inventory so described on such schedules is 
not segregated from the Contractor's other 
property and clearly identified as belonging 
to the Government, the Contractor agrees 
to effect such segregation and identification 
with reasonable dispatch. 

(c) If later, upon the execution of a stor¬ 
age agreement covering such Contract ter¬ 
mination inventory or upon its removal from 
the Contractor’s premises by or for the Gov¬ 
ernment, or at any time prior to either of 
such events, discrepancies are discovered be¬ 
tween the quantities, weights or conditions 
of such Inventory showp on the aforesaid 
inventory schedules or lists and the quanti¬ 
ties, weights or conditions actually found 
by the Government, the Contractor shall 
reimburse the Government to the. extent of 
any shortage, loss, destruction, or damage 
with respect to such inventory (measured 
by the loss of fair value) at 'the time such 
discrepancies are discovered; provided (1) 
that plus or minus tolerances of quantities, 
weights and conditions within reasonable 
limits in accordance with good commercial 
inventory practice will be accepted and dis¬ 


crepancies within such tolerances shall cre¬ 
ate no claim by either party against the 
other; and (2) that even if minus"tolerance 3 
are exceeded, the Contractor shall not be 
liable therefor unless they are caused by 
any shortage, loss, destruction, or damage 
resulting from the Contractor’s failure to 
exercise such care in regard to such inventory 
as a reasonably careful owner of similar goods 
wbuld exercise. The Contracting Officer 
shall determine (i) whether such tolerances 
are exceeded, (ii) whether, if so. such ex¬ 
cess resulted from failure to exercise such 
caie, and (iii) the extent of any shortage, 
loss, destruction, or damage with respect to 
such inventory. Such determination will be 
subject, however, to any provisions of the 
Contract relating to settlement of disputes. 

(d) Pending ultimate disposition of such 
Contract termination inventory, the Gov¬ 
ernment may at all reasonable times have 
access to the Contractor’s premises for the 
purpose of (1) furnishing extra plant pro¬ 
tection, (2) making inspections of such in¬ 
ventory. (3) preparing additional Inventory 
schedules. (4) crating, baling or otherwise 
packaging such inventory, (5) arranging for 
selling or scrapping such inventory, and 
(6) accomplishing any other lawful purpose. 
The Contractor expressly waives any claim 
under this Agreement or under the Act to 
Btorage charges for the period during which 
such inventory, or any part thereof, remains 
on Its premises under the terms of this 
Agreement. Such period may, at the option 

of the Government extend for_ 

days after execution of this Agreement, but 
not longer except with the consent of tho 
Contractor. 

Art. 2. (Here insert Article 2 of § 849.- 
981-1.) 

Art. 3. (Here insert Article 3 of § 849.- 
981-1.) 

Art. 4. (a) the Contractor has received 
prior to the effective date of termination cer¬ 
tain sums with respect to work and services 
performed, or articles delivered, under the 
Contract. The Contractor has also received 
after the effective date of termination certain 
additional sums for work and services per¬ 
formed, or articles delivered, under the Con¬ 
tract as final payments on partial settlements 
and in partial payment on account of the 
Contractor’s termination claim. The Govern¬ 
ment. as part of this negotiated settlement, 
hereby confirms and acknowledges the right 
of the Contractor to retain all such sums 
heretofore paid and agrees that such sums 
constitute a portion of the total amount to 
which the Contractor Is entitled in complete 
and final settlement of the Contract. 1 

(b) In addition, upon execution of this 
Agreement (and the storage agreements re¬ 
ferred to in Article l) 2 the Government agrees 

to pay to the Contractor the sum of $.. 

(a)-- representing the sum of $_ 

(x)-less (1) the sum of $_(y) 

-.. representing all unliquidated partial 

or progress payments previously made on ac¬ 
count to the Contractor or its assignee and 
all unliquidated advance payments (with 
interest, if any, thereon) and (2) the amount 
of $.— (z)-representing all ap¬ 

plicable property disposal credits. All interest 
to which the Contractor is entitled under the 


1 Where any of such sums are intended to 
be excluded from the settlement agreeemnt, 
appropriate modification should be made in 
the language of this section in order to make 
it clear that they are excluded from the 
agreement without prejudice to the rights 
of either party with respect thereto. This 
modification may be effected by adding to 
the last sentence of Article 4 (a), after the 
word “Contract”, the following: “, except as 
provided in subparagraph (c) (2) of this 
Article.'* 

2 This phrase to be inserted only when the 

6econd form of Article 1 is used. 


Act to the date of payment is Included in said 

sum of .(a).—. or, to the extent 

not so included, is expressly waived by this 
agreement. 3 Said sum, together with all other 
sums heretofore paid, constitutes payment in 
full and complete settlement of the amount 
due the Contractor by reason of the termina¬ 
tion of work, or otherwise, under the Contract 
and of all other claims of the Contractor 
under the Contract and under the Act, In so 
far as it pertains to the Contract, except r.s 
hereinafter provided In this Article and in 
Article 5. 

(c) Upon payment of said sum of $_ 

(a)-as aforesaid all rights and liabil¬ 

ities of the parties under the Contract and 
under the Act. in so far as It pertains to the 
Contract, shall cease forthwith and be for¬ 
ever released except: |The following list of 
excepted rights and liabilities is intended to 
cover those which should most frequently be 
excepted, and which should In any event be 
scrutinized at the time a settlement agree¬ 
ment is signed. The suggested language cf 
the enumerated excepted items on the Jlst 
may be varied in the discretion of the Con¬ 
tracting Officer to cover more accurately the 
exceptions needed in a particular case. Where 
greater accuracy or completeness may be 
achieved by a reference to the number of the 
Contract article or provision covering the ex¬ 
cepted matter in question, this method of 
enumerating excepted rights and liabilities 
may be followed. Omit any of the following 
which are not applicable and add any addi¬ 
tional exceptions required.) 

(1) Claims by the Contractor against the 
Government, which involve costs reimburs¬ 
able under the Contract and which arise 
under tt e Contract or by virtue of the ter¬ 
mination, in stated or estimated amounts, as 
follows: |Here insert such amounts and de¬ 
scribe the claims. 1 

(2) Claims by the Contractor against the 
Government, as to which his right of reim¬ 
bursement is disputed, which are excluded 
without prejudice to the rights of either 
party as follows: |Here insert the amounts 
and describe the claims.) 

(3) Claims by the Contractor against the 
Government which are based upon responsi¬ 
bility of the Contractor to third parties and 
which involve costs reimbursable under the 
Contract, but which are not now known to 
the Contractor. 

(4) All rights and liabilities, if any, of the 
parties under the Renegotiation Act. 

(5) All rights and liabilities of the parties 
under the articles, if any. of tlie Contract 
which relate to reproduction rights, patent 
infringements, inventories, applications for 
patent and patents, including rights to as¬ 
signments, invention reports and licenses, 
covenants of indemnity against patent risks 
and bonds for patent indemnity obligations, 
together with all rights and liabilities under 
any such bond. 

(6) All rights of the Government to take 
the benefit of any adjustments of royalties 
under the Royalty Adjustment Act of Octo¬ 
ber 31, 1942 (Public No. 768, 77th Cong.; 35 
U.S.C. 89-96) and to take the benefit of agree¬ 
ments reducing or otherwise affecting royal¬ 
ties paid or payable In connection with the 
performance of the Contract. 


3 Where interest Is not waived and the 
parties have not included in the Agreement 
a lump sum for interest to the date of pay¬ 
ment. the following should be substituted 

for this sentence: “Said sum of $.. (a) 

-includes all Interest to which the 

Contractor is entitled under the Act to the 
date of execution of this Agreement; for each 
day thereafter until final payment hereunder, 
the Contractor shall be entitled to Interest at 

the rate of $-(u) _per day." 

Also, in the next sentence change the words 
“sum” to “sums” and "constitutes” to "con¬ 
stitute." 
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(7) All rights and liabilities of the parties 
under the articles, if any. in the Contract 
applicable to options (except options to con¬ 
tinue or increase the work under the Con¬ 
tract), covenants not to compete, covenants 
of indemnity, and agreements with respect 
to the future care and disposition by the 
Contractor of Government-owned facilities 
remaining in his custody. 

(8) All rights and liabilities of the parties 
arising under the Contract articles, if any. or 
otherwise, concerning defects in. and guaran¬ 
tees or warranties relating to. any completed 
articles or component parts furnished to the 
Government by the Contractor pursuant to 
the Contract or this Agreement. 

|The following subparagraph (9) to be in¬ 
serted only when the third alternative form 
of Article 1 is used.) 

(9) All rights and liabilites of the parties 
under the articles, if any, of the Contract 
concerning settlement of disputes growing 
out of any determination made by the Con¬ 
tracting Officer under Article 1 of this Agree¬ 
ment. 

(10) All rights and liabilities, if any, of 
the parties under the Act relating to remov¬ 
al and storage of Contract termination in¬ 
ventory. 

(11) All rights and liabilities, if any, of 
the parties under those clauses inserted in 
th.e Contract because of the requirements of 
Acts of Congress and Executive Orders, in¬ 
cluding, without limitation, any applicable 
clauses relating to the following topics: la¬ 
bor law, contingent fees, domestic articles, 
employment of aliens, and "officials not to 
benefit'. 

| The following subparagraph (12) is to be 
inserted only where the parties have not 
agreed on the total amount to be Included 
as interest to the date of payment.J 

(12) The right of the Contractor to re¬ 
ceive, and the obligation of the Government 

to pay, interest under the Act at $_ 

(u) _per day from the date of execu¬ 

tion hereof to the date of payment. 

Art. 5. 4 (1) In addition to the payment 
of the sum provided for in Article 4, the Gov¬ 
ernment will reimburse the Contractor for 
payments made in discharging claims de¬ 
scribed in subparagraphs (1) and (3) of 
said article. 

(2) Even though neither the existence nor 
the amount of any claim referred to in sub- 
paragraph (3) of Article 4 may now be 
known to the Contractor, reimbursement for 
payments made by the Contractor in dis¬ 
charge of any such claim shall include, along 
with wages and salaries otherwise reimburs¬ 
able, all additional amounts determined 
(either by approval of the Contracting Offi¬ 
cer or by litigation as hereinafter provided) 
to be due and payable for overtime compen¬ 
sation and allowances under local, state or 
Federal laws In connection with such wages 
and salaries. 

(3) The Contractor shall promptly notify 
the Contracting Officer of any claims of the 
type described in subparagraph (3) of 
Article 4 which are asserted subsequent to the 
execution of this Agreement. In the event 
of the assertion of any such claim against 
the Contractor, he shall, if requested by the 
Contracting Officer, proceed in good faith, at 
his own expense, to assemble all data and 
Information relative to such claim. 

(4) If the Contracting Officer shall deter¬ 
mine that the best interests of the Govern¬ 
ment require that the Contractor initiate cr 
defend litigation in connection with claims 
of third parties arising under the Contract 
or by virtue of its termination, the Contrac¬ 
tor will proceed with such litigation in good 


4 This Article should be omitted where the 
Contract does not provide for reimbursement 
to the Contractor of costs incurred in dis¬ 
charging claims described in subparagraphs 

(1) and (3) of Article 4. 


faith and the costs and expenses of such 
litigation, including Judgments and court 
costs, allowances rendered or awar ded in con¬ 
nection with suits for wages, overtime on 
salaries, and reasonable attorneys’ fees for 
private counsel when the Government does 
not furnish Government counsel, shall be 
reimbursable under the Contract. The term 
•‘litigation" shall include suits at law or in 
equity and proceedings before any Govern¬ 
mental agency having Jurisdiction over the 
claim. 

In witness whereof, etc. 

[JTR 983.1 J 

§ 849.983-2 Partial settlement agree¬ 
ment for use in making partial settle - 
ments of cost-plus-a-fixed-fee prime 
contracts . The following form will be 
used in accordance with § 845.565-2. 
I JTR 983.21 

(At the top insert all special details relat¬ 
ing to the particular contract termination: 
e. g.. number of contract, technical service or 
bureau involved, appropriation or allotment, 
etc.) 

This partial settlement agreement, entered 
into pursuant to the Contract Settlement Act 
of 1944 (hereinafter called "the Act"), this 

_day of_194_-, 

by the United States of America (hereinafter 
called "the Government") represented by the 
Contracting Officer executing this contract 

and __ 

(hereinafter called “the Contractor"), 

Witnesseth that: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No._ 

under date of_ / 194. - 

which, together with any and all amend¬ 
ments, changes and supplements thereto, is 
hereinafter referred to as’ "the Contract"; 
and 

Whereas, the Act declares, among other 
things that • • • “Each contracting 

agency shall make final payments from time 
to time on partial settlements or on settle¬ 
ments fixing a minimum amount due before 
complete settlement • • and 

(Insert the following "Whereas" clause if 
the contract contains a termination article 
with provisions similar to those set out in 
this clause.) 

Whereas, the Contract provides that the 
performance of work thereunder may at the 
convenience or option of the Government be 
terminated by the Government In whole, or 
from time to time in part, whenever any such 
termination is determined to be for the best 
interests of the Government, and that the 
Contractor and Contracting Officer may agree 
upon the whole or any part of the amount 
or amounts to be paid to the Contractor by 
reason of such termination; and 

Whereas, by notice of termination dated 

-- the Government 

advised the Contractor of the termination of 
the Contract for the convenience or at the 
option of the Government; 

Now. therefore, the parties hereto do mu¬ 
tually agree as follows: 

Article i. Upon execution of this Agree¬ 
ment the Government agrees to pay to the 

Contractor the sum of $_ Tills 

payment is in partial settlement of the Con¬ 
tractor's termination claim under this Con¬ 
tract and is made pursuant to the Act. The 
Government and the Contractor agree that 
the amount to be paid hereunder constitutes 
a minimum amount due on said entire claim, 

(a) without determining that such amount 
is due on particular elements thereof or that 
additional amounts may not be due on said 
claim and (b) without affecting any claim 
or offset which the Government may have 
against the Contractor under this Contract. 

In witness whereof, etc. 

[JTR 983.2] 


§ 849.984 Pretermination settlement 
agreemeni —tl) * 1 LJTR 9841 

§ 849.984-1 Suggested form of pre¬ 
termination settlement agreement for 
fixed-price prime contracts containing 
the uniform article. The following form 
is the example of a pretermination set¬ 
tlement agreement mentioned in § 842 - 
224-4 (d): 

(At the top insert all special details relat¬ 
ing to the particular contract; e. g. ( number 
of contract, service or bureau Involved, ap¬ 
propriation or allotment, etc.) 

This supplemental agreement, entered into 
pursuant to the Contract Settlement Act of 

1944, as of this-day of- 

194-.. by the United States of America (here¬ 
inafter called "the Government") represented 
by the Contracting Officer executing this Con¬ 
tract and_(hereinafter 

called “the Contractor"). 

Witnesseth that: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No._ 

under date of_194--, which. 

together with any and all amendments, 
changes, and supplements thereto, is here¬ 
inafter referred to as “the Contract": and 

Whereas, the Contract' provides that the 
performance of work thereunder may at the 
convenience or option of the Government be 
terminated by the Government in whole, or 
from time to time in part, whenever any 
such termination is determined to be fer 
the best interest of the Government, and 
that the Contractor and Contracting Officer 
may agree upon the whole or any part of the 
amount or amounts to be paid to the Con¬ 
tractor by reason of such termination; and 

Whereas, it is deemed equitable and appro¬ 
priate and mutually advantageous to the 
parties to determine by negotiation and agree 
in advance of termination upon certain 
methods and standards for determining fair 
compensation in the event of termination of 
the contract, :n whole or in pari, |2| at the 
convenience or option of the Government; 

Now, therefore, the parties hereto do mu¬ 
tually agree as follows: 

Article 1. |3) Inventory. (a) The Con¬ 
tractor shall, within_days alter the 

effective date of termination, in whole or 
in part, |2| or within 6uch extension thereof 
as the Contracting Officer may grant, file with 
the Contracting Officer its Inventory of the 
fabricated or unfabricated parts, work-in- 
process, completed work, supplies and other 
material produced as a part of. or acquired 
in respect of the performance of. the work 
terminated in the Notice of Termination, 
and the plans, drawings, information anti 
other property which, if the Contract had 
been completed, would be required to be 
furnished to the Government, hereinafter 
referred to as the "inventory". 

(b) The Government may take a physical 

count, in whole or in part, of the inventory 
within-days after receipt of the Con¬ 

tractor’s statement of inventory or within 

-days after termination, whichever 

is longer. Failure on the part of the Gov¬ 
ernment to take such count within the pre¬ 
scribed time limit will operate as approval 
and acceptance of the Contractor’s state¬ 
ment of Inventory as filed except as to the 
quantities not reasonably necessary for the 
performance of the contract or not properly 
allocable to the terminated portion thereof 
under recognized commercial accounting 
practices. 

(c) Failure of the Contractor to file its 
inventory as provided in (a) hereof shall 
operate as acceptance and approval of such 
physical count as the Government may take 
as provided in (b) hereof. 


1 Figures in parentheses refer to the ex¬ 
planatory notes in 5 849 984-2 that follow the 
text of the agreement form. 
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(d) The Government shall, within_ 

days after taking Its own count of the In¬ 
ventory or within _days after the 

filing of its inventory by the Contractor, file 
with the Contractor any exceptions to quan¬ 
tities resulting from differences In physical 
count or from determinations that Items of 
the inventory are not reasonably necessary 
for the performance of the Contract or not 
properly allocable to the terminated portion 
thereof under recognized commercial ac¬ 
counting practices. Any disputes arising 
from the filing of exceptions by the Govern¬ 
ment shall be resolved by negotiation and in 
the event that such disputes are not disposed 
of by mutual agreement within 15 days from 
the filing of exceptions, or such extension 
thereof as the Contracting Officer shall grant, 
such disputes shall be resolved under the 
provisions of the Disputes Article of the 
Contract. 

(e) Within . days after receipt 

thereof, the Contractor may file supplemen¬ 
tary inventories for all materials and pur¬ 
chased parts In transit on the effective date 
of the Nptlce of Termination, as evidenced 
by bills .of lading, invoices and other evi¬ 
dences of shipments, and not received prior 
to taking of Inventories as herein provided. 

Art. 2. Classification of inventory (4 K 
The Inventory as adjusted in accordance with 
Article 1 shall be classified as set forth in 

Schedule (s) __ All items of work- 

in-process 15] shall be classified in the pro¬ 
duction stage In which they were last sub¬ 
ject to physical processing. 

Art. 3. Computation of contractor's claim. 
Upon the classification of the inventory in 
accordance with Article 2, the amounts pay¬ 
able to the Contractor by reason of termina¬ 
tion shall be determined in accordance with 
the following provisions 16J: 

(1) Completed articles. For completed ar¬ 
ticles delivered to and accepted by the Gov¬ 
ernment (or sold or retained as provided in 

paragraph (b) (7) of Article -.) |7| and 

not theretofore paid for, the Government 
shall pay a sum equivalent to the aggregate 
price for such articles computed in accord¬ 
ance with the price or prices specified in 
the Contract; 

(2) Rzw materials, purchased parts, work- 
in-process, component parts, etc. (8 J. With 
respect to each unit of Inventory classified in 

Schedule (s)__ the Government shall 

pay the amount stated opposite such classi¬ 
fication in the Schedule(s) under the head-, 
ing “Unit Cost"; 

(3) Tools, dies, jigs and fixtures. With re¬ 

spect to tools, dies, Jigs and fixtures classi¬ 
fied In Schedule _ the Government 

shall pay an amount which bears the same 
proportion to the cost allocable to the Con¬ 
tract shown in that Schedule as the deliveries 
not made under the Contract bear to the to¬ 
tal of the deliveries which have been made 
and would have been made had the Contract 
been completed; 

(4) Of/ter costs |9|. Any other costa not 

specifically mentioned herein, which are al¬ 
locable to the Contract, and wou’.d arise upon 
the termination by the Government at its 
option, are specifically enumerated in Sched¬ 
ule -- attached. The basis for deter¬ 

mining what amounts, if any, of these other 
costs are to be paid upon termination is llke- 
was set forth in said Schedule. 

(5) Special facilities (9|: Any amount to be 
paid for loss on special facilities, and any 
arrangements for transfer of title or other 
disposal of special facilities will be deter¬ 
mined in accordance with a special facilities 
agreement, hereby made a part of this sup¬ 
plemental agreement and annexed hereto, 
and in the absence of any such agreement, 
the above determinations will be made under 

the provisions of Article_171 of the 

Contract. 

(6) General and administrative expenses 
18j. General and Administrative expenses 


will be paid by the Government to the Con¬ 
tractor at the rate of_ % on all costs 

determined under (2), (3) and (4) of this 
Article. 

(7) Profit J81. Profit will be paid to the 
Contractor by the Government at the follow¬ 
ing rates: 

(a) On the Contractor's costs of raw mate¬ 

rials and purchased parts contained in the 
inventory, at the rate of_ %. 

(b) On all other Contractor's costs enu¬ 
merated above in this Article, except for the 
cost. If any, of special facilities, at a rate of 
.%. 

(8) Post-termination expenses. For post¬ 
termination expenses the Government shall 


pay the Contractor the sum of_-_dol¬ 

lars, and in the absence of any sum specified 
the amount payable therefor under para¬ 
graph (d) (3) of Article ..17] of the 

Contract. * 


Art. 4. Where no agreement is reached. 
Where the words “No agreement" appear in 
any of the schedules referred to in Article 3, 
payment, if any. of termination charges on 
account of the items enumerated in that 
Schedule will be made in accordance with 
Article_(7| of the contract. 

Art. 5. Retention of inventory by con¬ 
tractor [10|. The parties agree that the 
Contractor shall retain all inventory for 
which retention values are shown In the 

Schedule (s)__ at such retention values. 

With respect to any class of items as t7> which 
the term “No agreement” appears under said 
column the Contractor is under no obliga¬ 
tion to retain, and the Government is under 
no obligation to allow the Contractor to re¬ 
tain, any of said items. In accordance with 

Article__ (7] paragraph (e) (1) (lii) 

of the Contract, the total amount determined 
to be due the Government under this article 
will be deducted from the total amount de¬ 
termined to be due to the Contractor under 
Article 3 hereof. 

Art. 6. Contract price limitation. The 
total sum to be paid pursuant to Article 3, 
plus sums payable by reason of the termina¬ 
tion of subcontracts, but exclusive of post¬ 
termination expenses, shall not exceed the 
total Contract price, reduced by the amounts 
of payments otherwise made or to be made 
under the Contract. 

Art. 7. Subcontractor's claims (11]. The 
sum payable pursuant to Article 3 hereof 
does not include sums payable by reason of 
the termination of subcontracts unless other¬ 
wise specifically stated herein. The Con¬ 
tractor agrees to expedite the processing of 
claims of subcontractors arising out of ter¬ 
mination of the Contract so that subcon¬ 
tractors may be paid their termination 
charges, and clear their plants for other pro¬ 
duction, as quickly as possible. 

Art. 8. Revision of costs or retention 
values [12j. Either the Contractor or the 
Government may at any time prior to the 
receipt of a Notice of Termination by the 
Contractor, serve demand for revision of the 
costs or retention values set forth in this 
supplemental agreement, or for the addition 
of costs or retention values omitted. Upon 
service of such demand, the parties will 
negotiate any changes requested. Should 
the Contract be terminated before a formal 
agreement has been executed on changes 
pursuant to demand for revision, the supple¬ 
mental agreement or revisions thereof agreed 
to prior to service of the Notice of Termina¬ 
tion shall apply to such termination. 

Art. 9. Contract in force: Except to the ex¬ 
tent modified herein, all the terms and con¬ 
ditions of the Contract, including without 

limitation, Article_ (7] thereof, shall 

remain unmodified and in full force and 
effect. 

Art. 10. Total amount payable: Except to 
the extent indicated by the words “No agree¬ 
ment” in the Schedules to this Contract, and 


except for the sums payable under Article 7, 
all amounts payable by the Government by 
reason of termination of the Contract are 
determined in this supplemental agreement. 

In witness whereof, etc. 

TJTR 984.11 

. § 849.984-2 Explanatory notes to sug¬ 

gested form of pretermination settlement 
agreement. 

1. Tills form of “count and multiply” agree¬ 
ment has been prepared as a supplemental 
agreement to a contract containing the uni¬ 
form termination article for fixed price sup¬ 
ply contracts (•paragraph 931). Explanatory 
material and suggested variations appear in 
the notes which follow. 

2. The provision making the agreement 
applicable to any total or partial termination 
can be used only on the assumption that the 
same unit costs and retention values would 
fairly apply in all situations. Negotiations 
with the Contractor may lead to an agree¬ 
ment that applies only in the event of com¬ 
plete termination or only in the event of 
the termination of at least a stated portion 
of the contract. It is possible also to make 
an agreement effective only if termination 
comes within a specified period of time or 
in the course of a program of mass termi¬ 
nations following the cessation of hostilities 

’ in one theater of war. Any such conditions 
should be clearly stated. 

3. This Article relating to the taking of 
inventory Is designed for situations in which 
the withholding of inventory from producton, 
and segregation of it for a reasonable period 
of time, will not impose undue hardship on 
the Contractor. Where continuity of pro¬ 
duction is important, and it is desired to con¬ 
tinue processing the inventory with a mini¬ 
mum of dislocation, the following alterna¬ 
tive Article 1 may be used, if it is considered 
feasible in the particular circumstances: 

Alternative Article 1 

Article I. (a) The Contractor shall within 
_ (days) (hours) after the effec¬ 
tive date of termination, notify the Contract¬ 
ing Officer of the time and place at which an 
inventory will be taken of the fabricated or 
unfabricated parts, work-in-process, com¬ 
pleted work, supplies and other materials 
produced as part of, or acquired in respect of 
the performance of, the work terminated in 
the Notice of Termination, and the plans, 
drawings, information and other property 
which if the Contract had been completed 
would be required to be furnished to the Gov¬ 
ernment, hereinafter referred to as the 

“Inventory”. At least - (days) 

(hours) must elapse between the time the 
Government receives said notice, and the 
time specified in the notice for the taking 
of inventory. 

(b) At the time and place specified in the 
Contractor’s notice to the Government, a 
representative of the Government may ap¬ 
pear for the purpose of checking, in whole or 
in part, the inventory to be taken in the 
presence of the representative of the Govern¬ 
ment and the representative of the Contrac¬ 
tor. Any disputes arising out of differences 
In physical count will be decided immedi¬ 
ately by the representatives of the Govern¬ 
ment and the Contractor at the time the 
Inventory is taken. In the event no repre¬ 
sentative of the Government appears for the 
purpose of checking the physical count as 
directed in the notice, the physical count 
taken by the Contractor will be assumed to 
be correct except to quantities not reasona¬ 
bly necessary for the performance of the 
Contract or not properly allocable to the ter¬ 
minated portion thereof under recognized 
commercial accounting practices, unless the 
inventory is not taken in accordance with 
the conditions, if any, enumerated In (c) 
below. 
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(c) The conditions under which the phys¬ 
ical count will toe taken are enumerated 
below: 

(Here Insert any conditions with respect 
to the methods to toe employed at the time 
of taking the inventory, and the extent to 
which the inventory will be counted or spot 
checked, and records to be preserved to 
indicate that the conditions of taking the 
Inventory were observed). 

(d) At the conclusion of the count of In¬ 
ventory, it will toe the Contractor's responsi¬ 
bility to file this inventory with the Govern¬ 
ment. Failure of the Contractor to file said 

inventory within_(days) (hours) 

after the inventory is taken shall operate as 
acceptance and approval of such physical 
count as the Government may have taken 
as provided in (to) above. At any time prior 
to or after the filing of the Inventory, the 
Government shall have the right to inspect 
such records of the taking of inventory as 
were required to toe kept under the condi¬ 
tions enumerated in (c) above, if any. 

(e) The Government shall, within- 

(days) (hours) after taking its own count of 

the Inventory or within _ (days) 

(hours) after the filing of its inventory by 
the Contractor, file with the Contractor any 
exceptions to quantities resulting from fail¬ 
ure to take the inventory under the condi¬ 
tions enumerated in (c) above, or from de¬ 
terminations that items of the inventory are 
not reasonably necessary for the perform¬ 
ance of the contract or not properly allocable 
to the terminated portion thereof under rec¬ 
ognized commercial accounting practices. 
Any disputes arising from the filing of ex¬ 
ceptions by the Government shall be re¬ 
solved by negotiation and in the event that 
such disputes are not disposed of by mutual 
agreement within 15 days from the filing of 
exceptions, or such extension thereof as the 
Contracting Officer shall grant, such disputes 
shall toe resolved under the provisions of the 
Disputes Article of the Contract. 

4. Classification of inventory should con¬ 
form as far as possible to that embodied In 
the Standard Settlement Proposal Forms. 
In some cases those forms may toe adapted 
for use both in the submission by contrac¬ 
tors of proposals for pretermination settle¬ 
ment agreements and in the schedules to toe 
attached to the agreements. 

5. Classification of work-in-process must 
proceed on the basis of an agreement as to 
the points at which processing, will toe 
stopped, which agreement must conform to 
the requirements of § 842.241-3. 

6. This form is designed for the situation 
in which the entire amount to be paid to the 
contractor, exclusive of subcontractors’ 
claims, is to be determined pursuant to the 
agreement. In many cases it will be possible 
to reach an agreement on some of the ele¬ 
ments of fair compensation and not on 
others. It is important that the agreement 
make entirely clear in each case what items 
are not covered. Where items are excluded, 
the basis for determining them should gen¬ 
erally toe the termination article in the basic 
contract; this should toe made explicit wher¬ 
ever necessary. 

7. Insert at this point the number of the 
termination article in the basic contract. 

8. As this particular agreement has been 
prepared, the costs of the items of inventory 
to be shown on the schedules referred to in 
article 3 (2) should consist only of the in¬ 
voiced cost of materials, direct labor and 
factory burden. The other elements for 
which the contractor is entitled to reim¬ 
bursement are specifically enumerated in the 
later clauses of the article. In some cases 
this detailed breakdown of the items to he 
reimbursed may not be necessary. It is per¬ 
missible to negotiate an agreed price of all 
items of termination inventory, which price 
may include General and Administrative ex¬ 
penses and profit. The accounting data re¬ 
quired to support such a negotiated figure 


may be submitted separately and not shown 
in the schedules annexed to the contract. 

9. Where it is possible to have the con¬ 
tractor agree that there will be no charge 
for other costs or special facilities, a clause 
or clauses to that effect should be substituted 
for article 3 (4) and 3 (5). 

10. This form applies to the situation in 
which the contractor agrees to retain all ter¬ 
mination inventory at agreed figures. It Is, 
of course, possible that an agreement on this 
subject may take many different forms. If 
the contractor agrees to retain part but not 
all of the termination inventory, the agree¬ 
ment should so state and should specify the 
part that is to be retained. 

If the Contracting Officer considers that 
there mny be a military requirement for any 
articles of the termination Inventory, the 
Government should reserve the right to take 
all or part of such articles. For this purpose 
it is appropriate to insert in the beginning 
of article 5 the condition: “Unless the Con¬ 
tracting Officer shall issue directions, not 
later than the effective date of termination, 
to transfer title and deliver to the Govern¬ 
ment the inventory or any part thereof (or 
specified articles of inventory) as provided in 
paragraph (b) (6) of Article-(termi¬ 
nation article] of the contract -” 

Should the contractor be unwilling to agree 
to retain inventory subject to the option, it 
is appropriate to add a clause providing that 
if the Contracting Officer electa to demand 
delivery of a part of the inventory, the Con¬ 
tractor is relieved of his obligation to retain 
the rest. Any such clause, however, should 
make it clear that the Contractor’s obliga¬ 
tion to retain inventory may not be avoided 
unless the Government exercises its option to 
demand delivery of a part of it. 

11. This form of agreement requires the 
Contractor to settle termination claims of 
his subcontractors and secure reimbursement 
therefor in the normal manner. If an agree¬ 
ment is negotiated in which the sum payable 
includes all amounts due on account of 
claims of subcontractors, an express pro¬ 
vision should be added by which the Con¬ 
tractor undertakes promptly to pay fair com¬ 
pensation to his subcontractors for the ter¬ 
mination of their subcontracts, determined 
in accordance with the standards prescribed 
by this regulation. 

12. This Article 8 may take a variety of 
forms. It is permissible to provide for pe¬ 
riodic reviews and revisions of the figures at 
definite intervals, or to make the contract 
inoperative after a stated period of time un¬ 
less the schedules agreed upon are confirmed. 

[JTR 984.2] 

§ 849.987 Forms for settlements of 
subcontracts by war contractors . (JTR 
987) 

§ 849.987-1 Form of authorization to 
war contractor to settle subcontractors ' 
claims and make partiat payments . The 
following form will be used in accordance 
with § 846.642. 

Name of contractor- 

Address _ 

1. Pursuant to § 846.642 of the Joint Ter¬ 
mination Regulation of the War and Navy 
Departments, you are authorized, subject to 
the limitations stated in paragraph 2 hereof 
below, to settle without further approval by 
the Government .all fixed-price subcontracts 
and purchase orders terminated by you as a 
result of the termination or modification of 
a prime contract with the (insert service or 
bureau], or under any other circumstances 
which require the (insert service or bureau] 
to bear the cost of settling the terminated 
subcontract or purchase order. 

2. This authorization is subject to the fol¬ 
lowing limitations: 


a. It shall apply only to settlements of not 
more than $10,000 after deducting (from the 
gross claim) amounts payable for completed 
articles or work at the contract price and 
settlements with lower tier subcontractors 
previously authorized under §§ 846.642 or 
846.643 of the Joint Termination Regulation 
or approved by the contracting officer, but 
without deducting other subcontract claims 
or disposal credits. 

b. It shall apply only to settlements In 
which all the property allocable to the ter¬ 
minated portion of the subcontract or pur¬ 
chase order, the cost of which is included in 
the statement of charges of the subcontrac¬ 
tor or supplier, is retained by the subcon¬ 
tractor or supplier at values deemed reason¬ 
able by you, or is sold by you or the subcon¬ 
tractor or supplier at the best obtainable 
prices in your Judgment and the value or pro¬ 
ceeds credited on the settlement, or is trans¬ 
ferred to the Government with the consent 
of the Contracting Officer or his representa¬ 
tive. 

c. It does not include (i) the authority to 
retain or sell, or to approve retentions or 
sales of. completed articles not delivered un¬ 
der the contract or material treated as ter¬ 
mination Inventory in accordance with 
§ 844.400-2 of the Joint Termination Regula¬ 
tion. unless the cost of such articles and such 
material to be retained or sold and the 
amount of the subcontractor’s termination 
claim, computed according to § 841.122 of 
such Regulation, total less than $10,000; or 
(11) the authority to abandon or discard, or 
to approve abandonment or discarding of. 
worthless property without the approval of 
the contracting officer (in the case of the 
Navy, the local NMR&DA officer) or disposal 
board, required by § 844.453-3 of the Joint 
Termination Regulation. 

d. Each settlement made under the au¬ 
thorization granted herein will bear the fol¬ 
lowing certification: 

“The undersigned individually and as au¬ 
thorized representative of the contractor, cer¬ 
tifies that he has examined, or caused to be 
examined, to an extent he considers adequate 
in the circumstances, the claim of the within 
named subcontractor (exclusive of claims 
filed against such subcontractor by its sub¬ 
contractors) ; and that the within settlement 
on account of such subcontractors own 
charges is allocable to prime contract with the 

Government No. _[Order No.-- 

From__ related to prime contract 

with the Government No.__ should 

be used in place of italicized words when the 
certificate is executed by a subcontractor 1. is 
fair and reasonable, was negotiated in good 
faith, and is not more favorable to said sub¬ 
contractor than one which the undersigned 
would make if reimbursement by the Govern¬ 
ment were not invlved; and that it has no 
knowledge to doubt the reasonableness of the 
settlements with more remote subcontractors 
or to doubt that the charges for them are 
allocable to said Contract. On the basis of 
the foregoing, the within settlement is ap¬ 
proved pursuant to authorization dated 

__ 194_from- 

(Insert service or bureau) signed by- 

_ \11 the property allocable to 

the terminated portion of the subcontract or 
purchase order, the cost of which was in¬ 
cluded in the statement of charges, has been 
retained or disposed of. and credited, at what 
the undersigned considers to be fair and 
reasonable values or at the best price obtain¬ 
able. or has been transferred to the Govern¬ 
ment with the consent of the Contracting 
Officer or his representative. 

(Name of Contractor) 

By --- 

(Authorized Representative) 

(Title) 


(Date) 
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c. The Contracting Officer or next higher 
tier war contractor may incorporate specific 
instructions in each Notice of Termination 
os to the disposition of specific items of ter¬ 
mination inventory, or the Contracting Officer 
or next higher tier war contractor may, at any 
time prior to final settlement, issue such 
specific instructions. No such instructions, 
however, will affect any disposal action taken 
by you or your subcontractors prior to re¬ 
ceipt thereof. 

3. In making settlements hereunder, you 
should make every effort to arrange for the 
sale or retention of termination inventory 
in order to avoid the necessity of transferring 
it to the Government. The Contracting Offi¬ 
cer will consent to such transfer to the Gov¬ 
ernment only if no other disposition is rea¬ 
sonably feasible. 

4. A settlement with a subcontractor made 
or approved by you in accordance with this 
authorization, including sales or retentions 
of property involved therein, will be recog¬ 
nized by the Government as final and con¬ 
clusive for the purpose of settling the ter¬ 
minated prime contract or adjusting the 
continuing prime contract (whether modi¬ 
fied or not), to which the subcontract is allo¬ 
cable. 

5. Any number of separate settlements of 
not more than $10,000 may be made with a 
single subcontractor under different subcon¬ 
tracts. Claims which would normally be in¬ 
cluded in a single settlement proposal, such 
as a series of separate orders for the Game 
item under one contract, should, wherever 
possible, be consolidated and must not be 
divided for the purpose of bringing them 
within this authorization. 

6 . Pursuant to the Joint Termination Reg¬ 
ulation. paragraph 368, you are authorized to 
make partial payments on account of ter¬ 
mination claims under all fixed-price sub¬ 
contracts and purchase orders terminated by 
you as a result of the termination or modi¬ 
fication of a prime contract with the [Insert 
service or bureau] or under any other cir¬ 
cumstances which require the [insert service 
of bureau) to bear the cost of settling the 
terminated subcontract or purchase order. 
This authorization is subject to the following 
conditions: 

a. Such partial payments shall be made 
only on the basis of applications filed by sub¬ 
contractors on the form prescribed by. and 
executed In accordance with. Regulation No. 
2 of the Office of Contract Settlement (see 
$ 849.953 of the Joint Termination Regula¬ 
tion). 

b. The amounts of any partial payments 
made by you shall not exceed $10,000 (in¬ 
cluding all previous unliquidated partial pay¬ 
ments and advances) to any applicant there¬ 
for under any one termination claim, and 
shall not exceed any limitation contained in 
the Joint Termination Regulation on the 
amount of partial payments that may be 
made. 

c. Each partial payment made tinder the 
authorization granted herein will bear the 
following certification: 

The undersigned states that it has ex¬ 
amined this application and has considered 
the applicant’s general reputation. He has 
no reason to doubt the accuracy of the in¬ 
formation contained in this application or 
that the amount certified by the applicant 
as due will constitute a proper charge to be 
included in the undersigned’s claim against 

--Partial 

payment of $.. is made 

hereunder pursuant to authorization dated 

-from_ 

-(insert service or bureau] signed by 


By 


(Name of Contractor) 
(Authorized Representative) 
(Title) 

(Date) 


d. You shall, upon request, present to the 
contracting officer the original application, 
and a receipt, for any partial payment made 
by you under the authorization granted 
herein. If you are unable to obtain such 
receipt for a partial payment, you shall use 
your best efforts to supply such informa¬ 
tion with respect to such partial payment 
as may be necessary to protect the Govern¬ 
ment’s interest therein. 

e. Any partial payment made by you in 
accordance with this authorization shall have 
the same effect as a partial payment made 
with the specific approval of the contracting 
officer under the applicable prime contract. 
Such payments shall be subject to Section 
9 (b) of the Contract Settlement Act of 
1944, under which Section you are expressly 
relieved of liability for any excess payment 
and are entitled to receive payment or credit 
from the Government in the full amount 
of the payment that you have made. 

7. The authorization to make settlements 
and partial payments provided for herein Is 
not to be exercised in the case of a subcon¬ 
tractor or supplier who is affiliated with you. 
For this purpose you should cqnsider a con¬ 
tractor to be affiliated with you if you are 
under common control, or there is any com¬ 
mon interest between you, by reason of stock 
ownership or otherwise, which is sufficient to 
create a reasonable doubt that the bargaining 
between you is completely at arm's length. 

8. The Government will, from time to time, 
review your methods used in negotiating set¬ 
tlements with your subcontractors. Where 
such a review indicates that you are not ade¬ 
quately protecting the Government’s inter¬ 
ests, this delegation will be revoked. 


(Contracting Officer or other offi¬ 
cial of service or bureau authorized 
to grant authorization) 

[JTR 987.1] 

§ 849.S87-2 No-cost settlement agree¬ 
ment for use in settling fixed-price sub¬ 
contracts after complete termination 
where subcontractor presents no claim. 

(At the top insert all special details relating 
to the particular subcontract termination: 
e. g., the number of the terminated prime 
contract, the number of the subcontract, 
technical service or bureau involved, etc.) 

This supplemental settlement agreement, 
entered into pursuant to the Contract Settle¬ 
ment Act of 1944, this_day of_ 

194.., by-(hereinafter called 

«the Contractor”) and __ 

(hereinafter called “the Subcontractor”), 

Witnesseth that: 

Whereas, the Contractor and the Subcon¬ 
tractor have entered into Contract No.__ 

_under date of_194__ 

which, together with any and all amend¬ 
ments, changes, and supplements thereto, is 
hereinafter referred to as "the Contract”; 
and 

Whereas, the Contractor, by Notice of Ter¬ 
mination dated _ 194... ad¬ 

vised the Subcontractor of the complete ter¬ 
mination of the Contract; and 

Whereas, the Subcontractor is willing to 
waive unconditionally any claim against the 
Contractor by reason of such termination; 
and 

Whereas, such unconditional waiver by 
the Subcontractor will expedite settlement 
of the Contract and will otherwise promote 
the objectives of the Contract Settlement 
Act of 1944, 

Now, therefore, the parties hereto agree 
as follows: 

Article 1. The Subcontractor hereby un¬ 
conditionally waives any claim against the 
Contractor by reason of the termination of 
the Contract. 

Art. 2. The parties agree to, and do hereby, 
release each other from any and all obliga¬ 
tions arising under the Contract or by reason 
of its termination or under the Act, and all 


rights and liabilities of the parties so arising 
shall cease forthwith and be forever released 
except as follows: 

[The parties may add appropriate excep¬ 
tions depending upon the particular provi¬ 
sions of their contract.] 

In witness whereof, etc. 

[JTR 987.2] 

§ 849.987-3 No-cost settlement agree¬ 
ment for use in settling fixed-price sub¬ 
contracts after partial termination where 
subcontractor presents no claim. 

(At the top insert all special details relating 
to the particular subcontract termination: 
e. g. the number of the terminated prime 
contract, the number of the subcontract, 
technical service or bureau involved, etc.) 

Tliis supplemental settlement agreement, 
entered into pursuant to the Contract Set¬ 
tlement Act of 1944, this_day of 

.194.-, by... 

(hereinafter called “the Contractor”) and 

- (hereinafter 

called “the Subcontractor”), 

Witnesseth that: 

Whereas, the Contractor and the Subcon¬ 
tractor have entered into Contract No._ 

under date of_194__ 

which, together with any and all amend¬ 
ments, changes, and supplements thereto, is 
hereinafter referred to as “the Contract”; 
and 

Whereas, by Notice of Termination dated 
- 194.., the Contractor ad¬ 
vised the Subcontractor of the partial ter¬ 
mination of the Contract, as of the date and 
to the extent provided in such notice, to 
which reference is hereby made as to the part 
of the Contract terminated, and said part 
is hereinafter referred to as the “terminated 
portion of the Contract”; and 

Whereas, the Subcontractor is willing to 
waive unconditionally any claim against the 
Contractor by reason of such termination; 
and 

Whereas, such unconditional waiver by the 
Subcontractor will expedite settlement of the 
Contract and will otherwise promote the ob¬ 
jectives of the Contract Settlement Act of 
1944, 

Now. therefore, the parties hereto agree as 
follows: 

Article 1. The Subcontractor hereby un¬ 
conditionally waives any claim against the 
Contractor arising under the terminated por¬ 
tion of the Contract or by reason of its ter- 
minath n Including, without limitation, all 
obligations of the Contractor to make further 
payments or to carry out other undertakings 
In connection with said terminated portion, 
and the Contractor hereby unconditionally 
releases the Subcontractor from any obliga¬ 
tion to perform further work or services or 
to make further deliveries of articles or ma¬ 
terials under the terminated portion of the 
Contract: Provided, however. That nothing 
herein contained shall impair or affect in any 
way any other covenants, terms, or conditions 
of the Contract. 

In witness whereof, etc. 

[JTR 987.3] 

§ 849.988 Forms relating to direct set¬ 
tlement with subcontractors. I JTR 988] 

§ 849.988-1 Form of article to be in¬ 
serted in final settlement agreement 
where a prime contractor is unable to 
settle with a subcontractor. The follow¬ 
ing form will be used in accordance with 
§ 846.613. 

Article 4 ... Assumption of Contractor's 
Obligations to Subcontractor, (l) The Con¬ 
tractor hereby transfers and assigns to the 
Government all of its right, title and interest 
in and to its subcontract no._(herein¬ 

after in this Article called “the Subcontract”) 
with_(hereafter in this Ar¬ 

ticle called “the Subcontractor”), insofar as 
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such subcontract Is allocable to the termi¬ 
nated portion of the prime contract. 

(2) The Government hereby accepts the 
transfer and assignment of all of the Con¬ 
tractor's right, title and Interest in and to 
the Subcontract and assumes and under¬ 
takes to settle with and pay to the Subcon¬ 
tractor such amounts as may be found to be 
due him by reason of the termination of the 
Subcontract. Insofar as such amounts are 
allocable to the terminated portion of the 
prime contract and are not in excess of the 
amounts specified in paragraph (6). 

(3) The Contractor hereby releases the 
Government from any obligation which the 
Government now has or may have to reim¬ 
burse the Contractor for any 6ums which the 
Contractor might be required to pay to the 
Subcontractor by reason* of the termination 
of the Subcontract. 

(4) The Government hereby releases the 
Contractor from all obligation to negotiate 
and settle with and pay to the Subcontractor 
the amounts which are or will be due to the 
Subcontractor by reason of the termination 
of the Subcontract, insofar as such amounts 
are allocable to the terminated portion of the 
prime contract. The Government further 
agrees to hold the Contractor harmless in 
the event that any litigation arises in con¬ 
nection with such obligation, subject to the 
provisions of paragraphs (5) and (6) hereof. 

(5) In the event that the Subcontractor 
Institutes litigation against the Contractor 
in connection with any obligation referred to 
herein, the Contractor agrees promptly to 
notify the Government of such action and 
to defend such litigation or, if the Govern¬ 
ment so requests, to permit the Government 
to assume the defense of such litigation. The 
failure of the Contractor to comply with the 
provisions of this paragraph shall relieve the 
Government from all liability under this 
Agreement, or otherwise, to pay any claim 
arising in connection with any of such obli¬ 
gations. 

(6) In no event shall the total amount to 

be paid to the Subcontractor by the Govern¬ 
ment under this Article exceed $_ 

(Here insert an amount sufficiently low so 
that the total payments under the termi¬ 
nated prime contract will not exceed any 
maximum limit set for payments under the 
applicable termination article.) 

[JTR 988.1] 

§ 849.988-2 Notice to subcontractor 
under section 7 (d ) of act . The follow¬ 
ing form will be used in accordance with 
§ 846.663-2. 

XYZ Corporation. 

Gentlemen: Pursuant to Section 7 (d) of 
of the Contract Settlement Act of 1944, the 
United States of America, acting through the 
undersigned contracting officer, proposes to 
settle directly the termination claim which 

you have filed with_arising 

out of the termination of the subcontract 
(purchase order) for war production, No. 

__ which subcontract (purchase order) 

is apparently allocable to Government Con¬ 
tract No.__ 

The Government will accept responsibility 
for settling this claim to the extent that it 
is allocable to the aforementioned Govern¬ 
ment contract on condition that you agree: 

a. That the claim will be settled on the 
basis of the principles set forth in the Uni¬ 
form Termination Article for use in Fixed- 
Price Supply Contracts (Joint Termination 
Regulation, § 849.931), in the same manner 
as if your claim arose under a prime con¬ 
tract with the Government containing that 
article; 1 


1 The contracting officer may omit condi¬ 
tion a or substitute therefor any other au¬ 
thorized basis of settlement that he con¬ 
siders reasonable under the circumstances. 
He may also add other conditions that he 
considers appropriate. 


b. That upon the final settlement of your 
claim, by agreement or otherwise, you will 
at the option of the Government, either (i) 
assign the claim to the Government, or (ii) 
release your purchaser from all liability on 
account of that claim to the extent that the 
claim is allocable to the prime contract is¬ 
sued by the Government; and that you will 
execute such document or documents as a 
contracting officer of the Government may 
request to effect such assignment or release. 

If you sign and return the consent set 
forth below, the Government shall become 
liable for the settlement of your claim on 
the foregoing conditions. 

Very truly yours. 


(Contracting Officer) 

Captain John Doe, 

Contracting Officer. 

The undersigned subcontractor under 

Government Contract No._ consents 

to the direct settlement by the Government 
of its claim against_result¬ 

ing from the termination of Contract (Pur¬ 
chase Order) No._upon the condi¬ 

tions set forth in the foregoing letter. 


(Subcontractor) 

[JTR 988.2] 

§ 849.988-3 Form of notice to im¬ 
mediate purchaser of proposed direct 
settlement with subcontractor. The fol¬ 
lowing form will be used in accordance 
with § 846.663-2. 

ABC Corporation. 

Gentlemen: Pursuant to Section 7 (d) of 
the Contract Settlement Act of 1944, the 
United States of America, acting through the 
undersigned contracting officer, is under¬ 
taking to settle directly the termination 

claim of_resulting 

from the termination by you of that com¬ 
pany’s subcontract (purchase order) under 

Government Contract No._ 

The named company has consented to have 
its claim settled directly by the Government 
and the Government recognizes its liability 
for the settlement of that claim to the ex¬ 
tent that the terminated subcontract (pur¬ 
chase order) is allocable to the terminated 
portion of a Government prime contract. 
You are relieved of your obligation to nego¬ 
tiate a settlement of that campany’s ter¬ 
mination claim and you should make no 
payment to the company on account of that 
claim and should include no provision for 
payment on account of that campany’s ter¬ 
mination claim in any application for com¬ 
pensation for the termination of your con¬ 
tract. 

You remain liable to pay for any com¬ 
pleted items delivered under the above sub¬ 
contract (purchase order) prior to the 
effective date of the termination thereof 
and for any completed items to be delivered 
to you under the Notice of Termination. 
It will also remain your responsibility to 
furnish the Government with the infor¬ 
mation and assistance necessary In the veri¬ 
fication of the charges of the named com¬ 
pany and in relating them to the terminated 
portion of the prime contract. 

Very truly yours. 


(Contracting Officer) 

[JTR 988.3] 

§ 849.988-4 Settlement agreement for 
use when the Government settles directly 
the termination claim of a fixed-price 
subcontractor. The following form will 
be used in accordance with § 846.663-1. 
Where, pursuant to § 846.662-3, the 
settlement is limited to fair compensa¬ 
tion of the subcontract, this form should 
be appropriately modified. 


This agreement, entered into pursuant to 
the Contract Settlement Act of 1944, herein¬ 
after called “the Act”, this_day of 

_ 194-by the United States 

of America, hereinafter called “the Govern¬ 
ment”, represented by the Contracting Offi¬ 
cer executing this Contract, and_ 

__ hereinafter called “the Contractor.” 

Witnessetli that: 

Whereas, the Contractor * has previously 
entered into a contract for war production 
with__ which contract (herein¬ 

after called “the Contract”) is a subcontract 


under contract No-between the 

Government and _ (herein¬ 


after called “the Prime Contract”); and # 

Whereas, the Contract has been terminated 
as a result of the termination in whole or 
in part of the Prime Contract for the con¬ 
venience or at the option of the Government; 
and 

Whereas, the Act requires that fair com¬ 
pensation be provided to war contractors by 
reason of such termination of their war con¬ 
tracts, and provides for the settlement by 
agreement of the amount payable as such 
fair compensation; and 

Whereas, the Government, pursuant to 
Section 7 (d) of the Act, has undertaken to 
settle directly the claim of the Contractor 
for such fair compensation and has so noti¬ 
fied the Contractor in writing and the Con¬ 
tractor has consented to 6uch direct settle¬ 
ment of its claim; and 

Whereas, the term “Contract termination 
Inventory”, as used herein, shall mean all ma¬ 
terials (including a proper part of any 
common materials), determined by the par¬ 
ties hereto, in connection with this settle¬ 
ment, to be properly aUocable to the ter¬ 
minated portion of the Contract, except any 
machinery or equipment subject to a sepa¬ 
rate contract or contract provision specifically 
governing the use or disposition thereof; and 

Whereas, the term “subcontract termina¬ 
tion inventory”, as used herein, shall mean 
all materials (including a proper part of any 
common materials), determined by the par¬ 
ties to any subcontract under the Contract, 
in connection with the settlement thereof, 
to be properly allocable to the terminated 
portion of any such subcontract, except any 
machinery or equipment subject to a sep¬ 
arate contract or contract provision, speciii- 
cally governing the use or disposition thereof; 

Now therefore, the'parties hereto do mutu¬ 
ally agree as follows: 

Article 1. (Insert the appropriate form of 
Article 1 of the Supplemental Settlement 
Agreement for use in settling fixed-price 
prime contracts after complete termination 
(§ 849.981-1)). 

Art. 2. (Insert Article 2 of said agreement 
(§849.981-1)). 

Art. 3. (Insert Article 3 of said agreement 
(§ 849.981-1)), 

Art. 4. Upon the execution of this Agree¬ 
ment (and of the storage agreement(s) re¬ 
ferred to In Article l), 1 the Government 
agrees to pay to the Contractor, upon pres¬ 
entation of properly certified invoices or 


vouchers, the sum of $_* (a)_ 

representing the sum of 8_(x) -- 

less (1) the amount of $_(y) __ 


representing partial payments previously 
made on account of the termination claim 
under the Contract and (2) the amount of 
$-(z) _representing all appli¬ 

cable property disposal credits. All Interest 
to which the Contractor is entitled under the 
Act to the date of payment is included in said 
sum of $_(a) __ or, to the ex¬ 

tent not so included, Is expressly waived by 


1 Tills phrase Is to be inserted only when 
the second form of Article 1 is used. 
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this agreement. 2 Said sum. together with all 
other sums heretofore paid, constitutes pay¬ 
ment in full and complete settlement of the 
amount due the Contractor by reason of the 
complete termination of work under the 
Contract and of all other claims of the Con¬ 
tractor under the Contract (for the purpose 
of settling the Prime Contract to which the 
Contract is allocable), and under the Act, 
in so far as it pertains to the Contract (ex¬ 
cept as hereinafter provided in Article 5 of 
this Agreement].* 

(Insert whichever form of Article 5 is ap¬ 
plicable. The Contracting Officer should de¬ 
cide in each case whether the Government 
has any interest, or possible interest, that 
would be protected by its taking an assign¬ 
ment of the Contract. If so, the first form 
should be used). 

Abt. 5. In consideration of the payment of 

said sum of $-(a)-as 

aforesaid, the Contractor does hereby assign, 
transfer, and set over to the United States of 
America all of its right, title and interest in 
and to the Contract and all its rights and 

claims against_thereunder, 

to the extent that the Contract is allocable 
to the terminated portion of the Prime Con¬ 
tract (or) 

Art. 5. In consideration of the payment of 

said sum of $-(a)-as 

aforesaid, the Contractor hereby releases the 
Government from all liability with respect to 
its termination claim under the Act and un¬ 
der the Contract. In consideration of the 
payment of said sum, the Contractor also re¬ 
leases _from all liability 

and obligation to pay such termination claim 
in connection with the settlement of the 
Prime Contract to which the Contract is al¬ 
locable. Such releases, however, shall not 
apply to the following: 

(Here insert any of the excepted items set 
forth in Article 4 (c) of the fixed price prime 
contract settlement agreement (§ 849.981-1), 
or appropriate modifications thereof, or other 
exceptions, which are applicable.) 

Art. 6. Officials Not to Benefit. (Insert the 
clause set forth in War Department Procure¬ 
ment Regulations 5 803.322; Navy Procure¬ 
ment Directives par. 17,601.) 

Art. 7. Covenant Against Contingent Fees. 
(Insert the clause set forth in War Depart¬ 
ment Procurement Regulations § 803.322; 
Navy Procurement Directives par. 10.531.) 

Art. 8. Anti-Discrimination. (When the 
third form of Article 1 is used, insert the 
clause set forth in War Department Procure¬ 
ment Regulations § 803.325; Navy Procure¬ 
ment Directives par. 17.731.) 

Art. 9. Disputes. (When the third form of 
Article 1 is used, insert the clause set forth in 
War Department Procurement Regulations 
§ 803.326; Navy Procurement Directives par. 
11.604.) 

In witness whereof, etc. 

[JTR 988.4] 

§ 849.989 Settlements of contracts 
with War Supplies Limited. [JTR 989] 


* Where Interest is not waived and the 
parties have not included in the Agreement 
a lump sum for interest to the date of pay¬ 
ment, the following should be substituted for 

this sentence: “Said sum of $. (a) 

-includes all interest to which the 

Contractor is entitled under the Act to the 
date of execution of this Agreement; for 
each day thereafter until final payment here¬ 
under, the Contractor shall be entitled to in¬ 
terest at the rate of $.(u).— 

per day.” Also, in the next sentence change 
the words “sum" to “sums” and "constitutes" 
to “constitute". 

• The phrase in brackets is to be included 
only when the second form of Article 5 13 
used and rights under the Act are excepted 
from the release. 


§ 849.989-1 Form of certificate by 
War Supplies Limited. 

To: . 

(War Department establishment) 
(appropriate Bureau of Navy Depart¬ 
ment) 


(Address) 

Contract No._ 

Other identifying numbers 
or symbols- 

Pursuant to the letter understanding 
dated 8 January 1945 between the Under Sec¬ 
retary of War, the Secretary of the Navy and 
War Supplies Limited, War Supplies Lim¬ 
ited (hereinafter called “the Corporation") 
certifies as follows: 

1. With respect to the contract above iden¬ 
tified, including all supplements or amend¬ 
ments thereto (hereinafter referred to col¬ 
lectively as “the Contract"), notice was given 
of Termination at the Option of the Gov¬ 
ernment (War Department) (Navy Depart¬ 
ment) by and to the extent indicated in a 

notice dated-copy of which 

is annexed hereto, marked Schedule “1". 

2. The Corporation, acting through the 
Department of Munitions and Supply, has. 
to the extent thus required by the (War De¬ 
partment) (Navy Department), terminated 
the contracts of suppliers and subcontractors 
involved in the performance of the Contract. 

3. The Corporation, acting through the De¬ 
partment of Munitions and Supply, has set¬ 
tled the termination claims of such suppliers 
and subcontractors in accordance with the 
principles and procedures applied generally 
by the Canadian Government in the termina¬ 
tion of its own contracts for its convenience, 
except that the (War Department) (Navy 
Department) has undertaken to settle the 
claims of those subcontractors situated in 
the United States listed in Schedule “2“ 
hereto annexed, and has undertaken to settle 
and pay the claims of those subcontractors 
situated in the United States listed in Sched¬ 
ule “3“ hereto annexed. 

4. The Corporation has determined that 
the net amount which is or will be fairly and 
reasonably owing by the (War Department) 
(Navy Department) to the Corporation on 
account of the termination of the Contract is 
as follows: 

(a) For completed supplies heretofore de¬ 
livered under the contract prior to or in ac¬ 
cordance with the notice of termination, at 
the contract prices therefor, less amounts for 
such supplies heretofore invoiced for pay¬ 
ment: 

(For all costs and expenses and amounts 
with respect to the fixed fee reimbursable or 
payable for the performance of the contract 
in accordance with its terms prior to the ef¬ 
fective date of the notice of termination, less 
amounts heretofore invoiced for payment;) 

Total for (a)..- - 

(b) For termination settlements made with 
suppliers and subcontractors properly allo¬ 
cable to the Contract, less appropriate de¬ 
ductions or offsets (and without duplication 
of item (a) above, or item (c) below: 

(Note: Identify each settlement. Show 
the “net final payment" (Form M. & S. 1823J 
found to be due the supplier or subcon¬ 
tractor. Show the amount thereof which is 
allocable to the Contract, deducting the fol¬ 
lowing items (which should be separately 
listed] to arrive at the amount due by the 
United States: 

(i) The amount of deductions or offsets 
for the value of materials, work in process, 
tools, equipment, etc., taken over from the 
supplier or subcontractor by the Canadian 
Government, its agencies or wholly-owned 
corporations, in the course or as part of the 
settlement. Show how such value was estab¬ 
lished. 

(ii) The amount of any charges, costs or 
expenses which under any agreement be¬ 


tween the (War Department) (Navy Depart¬ 
ment) and the Corporation or the Canadian 
Government are not to be included as factors 
the cost. | 

Total for (b)_ 

(c) For termination settlements made with 
suppliers and subcontractors by the (War 
Department) (Navy Department) properly 
allocable to the contract, payments in re¬ 
spect of which have been or are to be made 
by the Corporation. 

Total for (c)_ 

(d) Net amount of (War Department's) 
(Navy Department’s) liability: 

Total for (a) plus total for (b) plus total 
for (c)- 

(Note; In the case of its cost-plus-flxed- 
fee contracts with the Agencies, the Corpora¬ 
tion may omit the statement under (a) and 
may either reserve for later negotiation, or 
set forth separately under (b). any fee 
claimed to be payable to the Corporation 
with respect to all or any part of the amount 
shown under (b).] 

5. The net amount shown in item 4 (d) 
above constitutes a fair and reasonable set¬ 
tlement of the obligations of the (War De¬ 
partment) (Navy Department) on account 
of the termination of the Contract (except 
insofar as the (War Department) (Navy De¬ 
partment) has undertaken to settle or settle 
and pay those subcontractors situated in the 
United States listed in Schedule 2 and/or 3 
hereof) and was arrived at in accordance with 
the principles and procedures described in the 
letter understanding dated 8 January 1945. 
The amounts shown in item 4 (b) above 
ns having been paid or as being payable 
to suppliers or subcontractors have been 
certified by the Department of Munitions and 
Supply as being a fair and reasonable settle¬ 
ment of the claims of such suppliers or sub¬ 
contractors which are allocable to the Con¬ 
tract. 

Dated.19. 

War Supplies Limited, 

By. 


(Title) 

[JTR 989.1] 

§ 849.989-2 Form of settlement agree¬ 
ment with War Supplies Limited. 

Appropriation__ 

Supplemental Agreement No_ 

To Contract No_ 

This supplemental agreement entered into 

this-day of_ 

19.—. by the United States of America, here¬ 
inafter called “the Government”, represented 

by .. 

executing this contract, and War Supplies 
Limited, hereinafter called “the Corporation". 

Witnesseth that: 

Whereas, the Corporation and the Govern¬ 
ment entered into Contract No._ 

under date of_19__ 

as amended and supplemented by_ 

_-_(hereafter referred to 

collectively as “the Contract"); and 

Whereas, notice was given, with respect to 
the Contract, of Termination at the Option 
of the Government (War Department) (Navy 
Department) by and to the extent indicated 

in a Notice dated__ 

19--., copy of which is annexed as Schedule 1 
to the Certificate hereafter referred to; and 

Whereas, pursuant to the letter under¬ 
standing dated 8 January 1945 between the 
Under Secretary of War, the Secretary of the 
Navy, and the Corporation, the Corporation 

has furnished a Certificate dated- 

__ 19-—, a copy of which is 

annexed hereto; and 

Whereas, the Corporation does hereby con¬ 
vey all of its right, title and interest in and 
to the property listed in Schedule 1 hereto 
attached, which property is surplus property 
located in the plants of those United States 
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subcontractors set forth in said Schedule 1, 
and has been handed over to the (War De¬ 
partment) (Navy Department) In accord¬ 
ance with the provisions of paragraph No. 1 
of said letter understanding above referred to. 

Now. therefore. It is agreed, pursuant to 
said letter understanding and Certificate, 
that upon payment by the Government to 
the Corporation of the net amount shown 
in item 4 (d) of the Certificate (and of any 
amounts heretofore invoiced for payment 
under the Contract), the Government will 
be released from all further liability and 
obligation under the Contract and the Cor¬ 
poration agrees to accept the net amount 
shown in item 4 (d) of the Certificate in full 
and complete settlement of r 11 its rights, 
and all obligations and liabilities of the 
United States Government (War Depart¬ 
ment) (Navy Department) by reason of the 
termination pursuant to said Notice, exclud¬ 
ing (a) claims of the Corporation for pay¬ 
ment in accordance with the contract for 
unterminated work (except payments in¬ 
cluded in the amount shown in the certifi¬ 
cate), (b) termination claims which may 
arise as a result of any subsequent further 
termination of the contract, and (c) such 
other excluded items, if any, as are ex¬ 
pressly stated in the Certificate. 

In witness whereof, the parties hereto have 
executed this contract as of the day and year 
first above written. 

[JTR 989.2J 

Robert H. Dunlop, 
Brigadier General, 
Acting The Adjutant General, 

War Department . 
W. John Kenney, 

Vice Chief, 

Office of Procurement and Material, 
Navy Department. 

IP. R. Doc. 45-7226; Piled, May 2. 1945; 
4:02 p. m.J 


TITLE 14—CIVIL AVIATION 

Chapter I—Civil Aeronautics Board 
[Serial No. 3628J 

Part 202— Accounts and Reports 

REPORT OF FINANCIAL AND OPERATING STATIS¬ 
TICS FOR INTERNATIONAL AIR CARRIERS 

Adopted by the Civil Aeronautics Board 
at its office in Washington. D. C.. on the 
30th day of April, 1945. Order Prescrib¬ 
ing Amendment No. 2 to the Form of 
Report of Financial and Operating Sta¬ 
tistics for International Air Carriers 
(§ 202 . 1 ). 

The Board, acting pursuant to the 
Civil Aeronautics Act of 1938, as 
amended, particularly sections 205 (a) 
and 407 (a) thereof, and finding its action 
necessary to carry out the provisions of 
said act and to exercise its powers and 
perform its duties thereunder; 

It is ordered, That the Form of Report 
of Financial and Operating Statistics for 
International Air Carriers (CAB FORM 
2380), be and the same is amended, as set 
forth in Amendment No. 2, attached 
hereto, and made a part hereof. 1 

By the Civil Aeronautics Board. 

Fred A. Toombs, 
Secretary. 

|F. R. Doc. 45-7552; Piled, May 8, 1945; 

11:13 a. m.J 


1 Filed with the Division of the Federal 
Register. 


[Serial No. 3629) 

Part 202— Accounts and Reports 

UNIFORM SYSTEM OF ACCOUNTS FOR 
INTERNATIONAL AIR CARRIERS 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D. C., 
on the 30th day of April, 1945. Order 
prescribing Amendment No. 4 to the 
Uniform System of Accounts for Inter¬ 
national Air Carriers (§ 202.2). 

The Board, acting pursuant to the 
Civil Aeronautics Act of 1938, as 
amended, particularly sections 205 <a) 
and 407 (a) thereof, and finding its ac¬ 
tion necessary to carry out the provi¬ 
sions of said act and to exercise its pow¬ 
ers and perform its duties thereunder; 

It is ordered , That the Uniform System 
of Accounts for International Air Car¬ 
riers (CAB Form 2380 Manual), as 
amended, be and the same is further 
amended as set forth in Amendment No. 
4 attached hereto, and made a part 
hereof. 1 

By the Civil Aeronautics Board. 

Fred A. Toombs, 
Secretary. 

[F. R. Doc. 45-7553; Filed, May 8. 1945; 

11:13 a. m.J 


TITLE 16—COMMERCIAL PRACTICES 

Chapter 1—Federal Trade Commission 
[Docket No. 3955] 

Part 3—Digest of Cease and Desist 
Orders 

JASPER W. EFIRD, ET AL. 

§ 3.45 (e) Discriminating in price — In¬ 
direct discrimination—Brokerage pay¬ 
ments. L In or in connection with, the 
purchasing of ladies’ underwear, gloves, 
dresses, coats, children’s wear, knitwear, 
corsets, handbags, hats, pajamas, house¬ 
coats, and other articles of merchandise 
in commerce, and on the part of respond¬ 
ent individual (engaged, along with his 
brothers, in the management of 38 cor¬ 
porations which operated retail depart¬ 
ment stores in North and South Caro¬ 
lina and Virginia, and which aforesaid 
individuals or their immediate families 
controlled), and on the part of said 
individual’s agents, etc., (1) receiving or 
accepting, directly or indirectly, any¬ 
thing of value as brokerage, commission, 
or other compensation, or any allowance 
or discount in lieu thereof, from any 
seller on, or in connection with, pur¬ 
chases made from such seller, (a) when 
such purchases are made for respondent’s 
own account: or (b) when such pur¬ 
chases are made as agent or buying rep¬ 
resentative of the purchaser; or (c) 
when in making such purchases respond¬ 
ent is acting in fact for or in behalf of, 
or is subject to the direct or indirect con¬ 
trol of, the purchaser; and, n, in or 
in connection with the purchase of mer¬ 
chandise in commerce, as above de¬ 
scribed, and on the part of the afore¬ 
said 38 corporations, and on the part 


of their respective officers, etc., (1) re¬ 
ceiving or accepting, directly or indi¬ 
rectly, from any manufacturer or seller 
of merchandise anything of value as a 
commission, brokerage, or other com¬ 
pensation, or any allowance or discount 
in lieu thereof, upon purchases of mer¬ 
chandise made for their own account: 
prohibited. (Sec. 2 (c). 49 Stat. 1527; 
15 U.S.C., sec. 13 (c> I Cease and desist 
order, Jasper W. Eflrd, et al.. Docket 
3955, April 14, 1945] 

At a regular session of the Federal 
Trade Commission, held at its office in 
the City of Washington. D. C., on the 
14th day of April, A. D., 1945. 

In the Matter of Jasper W. Eflrd, an In¬ 
dividual; Charlotte Mercantile Com¬ 
pany, a Corporation; Eflrd*s Depart¬ 
ment Store of Charlotte, N. C„ Inc., a 
Corporation; Efird*s Department Store 
of Wilmington, N. C., Inc., a Corpora¬ 
tion; Efird's Department Store of 
Raleigh, N. C., Inc., a Corporation: 
Efird*s Department Store, Inc., a Cor¬ 
poration; Efird's Department Store uj 
Salisbury, N. C., Inc., a Corporation; 
The Eflrd Mercantile Co., a Corpora¬ 
tion; Efird's Dept. Store of High Point, 
Inc., a Corporation; Eflrd Co., a Corpo¬ 
ration; Efird’s Department Store of 
Lumberton, N. C.. Inc., a Corporation; 
Eflrd-Davis Co., Inc., a Corporation; 
Efird's Dept. Store of Goldsboro, N. C.. 
Inc., a Corporation; Efird’s Depart¬ 
ment Store of Monroe, N. C., Inc., a 
Corporation; Efird’s Department Store 
of Lexington, N. C., Inc., a Corpora¬ 
tion; Efird’s Department Store of Bur¬ 
lington, N. C., Inc., a Corporation; 
Efird’s Department Store of Wilson, 
N. C., Inc., a Corporation; Efird's De¬ 
partment Store of Shelby. N. C., Inc., 
a Corporation; Efird's Department 
Store of Statesville, N. C.. Inc., a Cor¬ 
poration; Forest City Me, pantile Co., a 
Corporation; John E. Eflrd and Sons, 
Inc., a Corporation; Efird's Department 
Store of Lenoir, N. C., Inc., a Corpora¬ 
tion; Efird’s Department Store of 
Laurinburg, Inc., a Corporation; 
Efird's Department Store of Lin coin- 
ton, N. C., Inc., a Corporation; Efird's 
Department Store of Greensboro, Inc., 
a Corporation; Efird’s Department 
Store of Kannapolis, N. C., Incorpo¬ 
rated, a Corporation; Efird’s Depart¬ 
ment Store of Hickory, Incorporated . a 
Corporation; Efird’s Department Store 
of Kinston, N. C., Incorporated, a Cor¬ 
poration; Efird’s Department Store of 
Greenville, N. C., Incorporated, a Cor¬ 
poration; Eflrd Bros. Company of 
Columbia, S. C., Inc., a Corporation; 
Efird’s Department Store of Anderson, 
S. C., Inc., a Corporation; Efird’s De¬ 
partment Store of Greenville, S. C.. 
Inc., a corporation; Efird’s Department 
Store of Spartanburg, S. C., Inc., a 
Corporation; Efird’s Department Store 
of Greenwood . S. CInc., a Corpora¬ 
tion; Efird’s Department Store of Rock 
Hitt, S. C., Inc., a Corporation: Efird’s 
Department Store of Sumter , S. C 
Inc., a Corporation; Efird’s Depart¬ 
ment Store of Greer, S. C., Inc., a Cor¬ 
poration; Efird Bros. Company of 
Chester, S. C ., Inc., a Corporation; 
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Eflrd’s Department Store of Danville, 

Virginia, Incorporated, a Corporation; 

This proceeding having been heard 
by the Federal Trade Commission upon 
the complaint of the Commission, answer 
of the respondents, testimony and other 
evidence in support of the allegations of 
said complaint and in opposition thereto 
taken before a trial examiner of the 
Commission theretofore duly designated 
by it, report and supplemental report of 
the trial examiner upon the evidence and 
exceptions filed thereto, briefs in sup¬ 
port of the complaint and in opposition 
thereto, and oral argument of counsel; 
and the Commission having made its 
findings as to the facts and its conclu¬ 
sion that the respondents have violated 
the provisions of subsection (c) of sec¬ 
tion 2 of an act of Congress entitled, “An 
Act to supplement existing laws against 
unlawful restraints and monopolies, and 
for other purposes/* approved October 
15, 1914 (Clayton Act), as amended by 
act approved June 19, 1936 (Robinson- 
Patman Act): 

I. It is ordered, That the individual 
respondent, Jasper W. Eflrd, and his 
agents, representatives, and employees, 
directly or through any corporate or 
other device, in or in connection with, 
the purchasing of ladies* underwear, 
gloves, dresses, coats, children’s wear, 
knitwear, corsets, handbags, hats, pa¬ 
jamas, housecoats, and other articles of 
merchandise in commerce as “com¬ 
merce” is defined in the aforesaid Clay¬ 
ton Act as amended, do forthwith cease 
and desist from: 

1. Receiving or accepting, directly or 
indirectly, anything of value as broker¬ 
age, commission, or other compensation, 
or any allowance or discount in lieu 
thereof, from any seller on, or in con¬ 
nection with, purchases made from such 
seller: 

a. When such purchases are made for 
respondent’s own account; or 

b. When such purchases are made as 
agent or buying representative of the 

purchaser; or 

c. When in making such purchases 
respondent is acting in fact for or in be¬ 
half of, or is subject to the direct or 
indirect control of, the purchaser. 

n. It is f urther ordered , That the cor¬ 
porate respondents, Charlotte Mercan¬ 
tile Company; Efird’s Department Store; 
of Charlotte, N. C., Inc.,; Efird’s Depart¬ 
ment Store of Wilmington. N. C., Inc.; 
Eflrd’s Department Store of Raleigh, N. 
C., Inc.: Eflrd’s Department Store, Inc.; 
Eflrd’s Department Store of Salisbury, 
N. C., Inc.; The Eflrd Mercantile Co.; 
Efird’s Dept. Store of High Point, Inc.; 
Eflrd Co.; Efird’s Department Store of 
Lumberton, N. C., Inc.; Eflrd-Davis Co., 
Inc.; Efird’s Dept. Store of Goldsboro, N. 
C., Inc.; Eflrd’s Department Store of 
Monroe, N. C., Inc.; Efird’s Department 
Store of Lexington, N. C., Inc.; Efird’s 
Department Store of Burlington, N. C., 
Inc.; Efird’s Department Store of Wilson, 
N. c., Inc.; Efird’s Department Store of 
Shelby, N. C., Inc.; Efird’s Department 
Store of Statesville, N. C„ Inc.; Forest 
City Mercantile Co.; John E. Efird and 
Sons, Inc.; Efird’s Department Store of 
Lenoir. N. C., Inc.; Efird’s Department 
No. 92-20 


Store of Laurinburg, Inc.; Efird’s Depart¬ 
ment Store of Lincolnton, N. C., Inc.; 
Efird’s Department Store of Greensboro, 
Inc; Efird’s Department Store of Kan¬ 
napolis, N. C., Incorporated; Eflrd’s De¬ 
partment Store of Hickory, Incorporated; 
Efird’s Department Store of Kinston, N. 
C., Incorporated; Eflrd’s Department 
Store of Greenville, N. C., Incorporated; 
Efird Bros. Company of Columbia, S. C., 
Inc.; Eflrd’s Department Store of Ander¬ 
son. S.C., Inc.; Efird’s Department Store 
of Greenville, S. C., Inc.; Eflrd’s Depart¬ 
ment Store of Spartanburg. S. C., Inc.; 
Eflrd’s Department Store of Greenwood, 
S. C., Inc.; Efird’s Department Store of 
Rock Hill, S. C., Inc.; Efird’s Department 
Store of Sumter, S. C., Inc.; Eflrd’s De¬ 
partment Store of Greer, S. C., Inc.; 
Efird Bros. Company of Chester, S. C., 
Inc.; and Efird’s Department Store of 
Danville, Virginia, Incorporated ,and 
their respective officers, representatives, 
agents, and employees, directly or 
through any corporate or other device 
in, or in connection with, the purchasing 
of ladies’ underwear, gloves, dresses, 
coats, children’s wear, knitwear, corsets, 
handbags, hats, pajamas, housecoats, 
and other articles of merchandise in 
commerce as “commerce” is defined in 
the aforesaid Clayton Act as amended, 
do forthwith cease and desist from: 

1. Receiving or accepting, directly or 
indirectly, from any manufacturer or 
seller of merchandise anything of value 
as a commission, brokerage, or other 
compensation, or any allowance or dis¬ 
count in lieu thereof, upon purchases of 
merchandise made for their own ac¬ 
count. 

ni. It is further ordered , That the re¬ 
spondents shall, within sixty i60> days 
after service upon them of this order, file 
with the Commission a report in writing, 
setting forth in detail the manner and 
form in which they have complied with 
this order. 

By the Commission. 

[seal] Otis B. Johnson, 

Secretary. 

(P. R. poc. 45-7551; Filed, May 8, 1945; 

11:01 a. m.) 


TITLE 31—MONEY AND FINANCE 
Chapter II—Fiscal Service 

Bubchapter A—Bureau of Account* 

(1945 Dept. Circ. 327 (Revised), Supp. 1) 

Part 204—Issue of Duplicates of Checks 
of the United States 

/ 

CERTIFICATION OF APPROVAL 

May 7,1945. 

The second paragraph of § 204.3 

(Department Circular 327, revised, dated 
April 29, 1944) (31 C.F.R. Cum. Supp. 
204.3), is hereby amended to read as fol¬ 
lows: 

§ 204.3 Issuance of duplicate. • • • 
Certification of approval shall be made 
in writing by the Chief Disbursing Officer, 
the Assistant Chief Disbursing Officer, an 
Acting Chief Disbursing Officer, or an 
Acting Assistant Chief Disbursing Of¬ 


ficer on the duplicate check. Any dupli¬ 
cate issued pursuant to these Regula¬ 
tions, and certified as provided above, 
may, if properly endorsed, be paid sub¬ 
ject to the same rules and regulations as 
apply to payment of original checks. 

[seal] D. W. Bell, 

Acting Secretary of the Treasury. 

IP. R. Doc. 45-7554; Piled, May 8, 1945; 
11:14 a. m. j 


TITLE 32—NATIONAL DEFENSE 

Chapter IX—War Production Board 

Authority: Regulations in this chapter, 
unless otherwise noted at the end of docu¬ 
ments affected, issued under sec. 2 (a). 54 
Stat. 676. as amended by 55 Stat. 236 and 58 
Stat. 177; E.O. 9024. 7 F.R. 329; E.O. 9C40, 7 
F.R. 527; E.O. 9125, 7 F.R. 2719; W.P.B. Reg. 1 
as amended Dec. 31. 1943, 9 F.R. 64. 

Part 933 —Copper 
[O rder M-9-c, Direction 1] 

REFERENCE IN M-9-C TO OTHER ORDERS 
WHICH HAVE BEEN REVOKED 

The following direction is issued pur¬ 
suant to Order M-9-c: 

(a) Many exceptions to the prohibitions 
against the use of copper products or copper 
base alloy products in articles covered by 
M-9-c are made by referring in M-9-c to 
other War Production Board orders, direc¬ 
tions or schedules. When one of these other 
War Production Board orders, directions or 
schedules is revoked, the related exception in 
M-9-c is modified to remove all restrictions 
on the use of copper products or copper base 
alloy products in the manufacture of the 
articles covered by the exception and for¬ 
merly covered by the revoked order, except 
as may be specifically provided in M-9-c or 
the Combined List attached to that order 
(otherwise than by reference to the order 
which has been revoked) or in other applica¬ 
ble orders or regulations of the War Produc¬ 
tion Board. 

(b) Examples of the effect of this direction 
on specific kinds of cross-references in 
M-9-c are Indicated below: 

1. In paragraph (g) (3) of M-9-c excep¬ 
tions from the provisions of the order are 
given for certain articles governed by other 
orders. When one of these other orders is 
revoked the articles formerly covered by that 
other order continue to be exempted from 
the provisions of M-9-c. 

2. Certain items set forth on the Com¬ 
bined List contain an exemption for the 
manufacture of an article when permitted 
under some other order. If the othef order is 
revoked, the use of copper products or copper 
base alloy products in the manufacture of 
articles formerly covered by the exception 
and by the revoked order Is not restricted 
by M-9-c. For example, the Item “valves 
over 2-inch size” contains an exception 
where and to the extent permitted under 
Orders L-252 and L-272. L-252 which con¬ 
trolled the manufacture of certain types of 
valves has been revoked. L-272 controlling 
the manufacture of certain industrial type 
instruments, control valves and regulators 
has not been revoked. The use of copper or 
copper base alloy products In the manufac¬ 
ture of the kinds of valves formerly con¬ 
trolled by L-252 is not restricted by the pro¬ 
visions of M-9-c. However, the use of cop¬ 
per in the manufacture of valves not formerly 
covered by L-252 is still restricted by M-9-c, 
though the exception for the manufacture of 
valves permitted under L-272 still remains in 
effect. 
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3. When a reference Is made In M-9-c to 
articles as defined in some other order or 
when M-9-c contains merely a cross-refer¬ 
ence to some other order in the form of 
•‘(see also Order L—)", the revocation of 
the other order has no effect upon the pro¬ 
visions of M-9-c. For example, the Com¬ 
bined List contains the item “Signs, includ¬ 
ing street signs. (See also Order L-29.)’* 
L-29 has been revoked. M-9-c still forbids 
the use of copper products or copper base 
alloy products in the manufacture of signs 
including Btreet signs. 

Issued this 7th day of May 1945. 

* War Production Board, 

By J. Joseph Whelan, 

Recording Secretary . 

IF. R, Doc. 45-7550; Filed, May 7, 1945; 

4:54 p. m.l 


Part 944—Regulations Applicable to the 
Operation of the Priorities System 

[Priorities Reg. 1, Interpretation 16J 

applicability of priority rules to sup¬ 
pliers OF COMPLETE PRODUCTS AND PARTS 

FOR THE COMPLETE PRODUCTS 

The following interpretation is issued 
with respect to Priorities Regulation 1: 

(a) Applicability of rules regarding accept¬ 
ance of orders. A person who supplies parts 
for a complete product, as well as the com¬ 
plete product itself, may not accept an order 
for the complete products calling for delivery 
on a date which would Interfere with delivery 
of equal or higher rated orders for parts 
which he has already accepted. In other 
words, he must comply with the rules in 
§ 944.2 of Priorities Regulation I in accept¬ 
ing orders for complete products and orders 
for parts only, and this is true even if the 
complete product is subject to a frozen sched¬ 
ule under Priorities Regulation 18 and the 
parts are not. Thus if he gets a rated order 
for complete products calling for delivery on 
June 1, 1945, and cannot fill this order with¬ 
out using parts which are required for de¬ 
livery on an equal or higher rated parts order 
previously accepted, calling for delivery on 
June 1. 1945, he may not accept the order 
for the complete products. In such a case, 
he must either (1) reject the order, stating 
when he could fill it, or (2) accept it for de¬ 
livery on the earliest date he expects to be 
able to deliver, informing the customer of 
that date. 

(b) Arranging sequence of shipments un¬ 
der scheduling orders, and effect of frozen 
schedules. (1) In arranging the sequence of 
shipments on a shipping schedule filed under 
Order M-293 and other scheduling orders, a 
manufacturer may not schedule an order for 
complete products for shipment on a date 
which would Interfere with delivery of an 
equal or higher rated parts order which he 
has on his books. In other words, the man¬ 
ufacturer must comply with the rules in 
§ 944.7 of Priorities Regulation I in arrang¬ 
ing his shipping schedules under the sched- 
uling orders. The fact that in some cases 
the complete products are subject to the 
scheduling provisions and parts are not, does 
not allow the manufacturer to disregard the 
parts orders in scheduling the orders for com¬ 
plete products. Furthermore, it would make 
no difference whether the parts were made by 
the manufacturer, or whether he made some 
and bought some, or whether he bought them 
all. 

(2) However, where a shipping schedule for 
the complete products has been properly made 
up under Order M-293, or any other sched¬ 
uling order, and has become a frozen schedule 
under Priorities Regulation 18. orders for 
parts (or for the complete product) subse¬ 


quently received, may not be allowed to In¬ 
terfere with deliveries under the frozen 
schedule, unless the War Production Board 
takes affirmative action to permit or direct 
such Interference. But when the next sched¬ 
ule is made up and filed, these newly received 
orders must be given the preference required 
by Priorities Regulation 1, as explained above. 

(c) Illustrations . (1) If a manufacturer 

of internal combustion engines, who also 
makes (or buys) parts for such engines, has 
on hand an order rated AA-1 for 1,000 cyl¬ 
inder heads calling for delivery in January 
1946, and then receives an AA-1 rated order 
for 1,000 engines also calling for delivery in 
January 1946. he may not accept the engine 
order unless he could fill it during January 
without using cylinder heads needed to fill 
the cylinder head order on time. 

(2) If the manufacturer has accepted an 
AA-2 rated order for engines for delivery in 
January 1946, and thereafter receives an AA- 
1 rated order for cylinder heads for delivery 
in January, he must accept the latter order. 
Furthermore, in making up his January ship¬ 
ping schedule for engines under Table 4 of 
M-293, he must not schedule the engine or¬ 
der for shipment during the month unless 
he could fill it without using cylinder heads 
needed to fill the cylinder head order on time. 
However, if both of the orders call for de¬ 
livery in December 1945, and his engine sched¬ 
ule for December, including this particular 
engine order, has already been frozen under 
Priorities Regulation 18, then he must not 
accept the cylinder head order for delivery in 
December unless he could fill it without in¬ 
terfering with the frozen schedule or unless 
the War Production Board specifically author¬ 
izes or directs him to do so. 

Issued this 8th day of May 1945. 

War Production Board, 
By J. Joseph Whelan, 

Recording Secretary . 

[F. R. Doc. 45-7559; Filed, May 8, 1945; 

11:18 a. m.J 


Part 1226— General Industrial 
Equipment 

[Supplementary Order L-193-a, Revocation! 

SPROCKET CHAIN, SPROCKET CHAIN ATTACH¬ 
MENT LINKS AND SPROCKET CHAIN WHEELS 

Section 1226.53 Supplementary Limi¬ 
tation Order L-193-a is revoked. This 
revocation does not affect any liabilities 
incurred under the order. 

Receipts and inventories of sprocket 
chain, sprocket chain attachment links 
and sprocket chain wheels remain sub¬ 
ject to all other applicable regulations 
and orders of the War Production Board. 

Issued this 8th day of May 1945. 

War Production Board, 
By J. Joseph Whelan, 

Recording Secretary. 

[F. R. Doc. 45-7555; Filed. May 8, 1945; 
11:18 a. m.[ 


Part 3114— Simplification and Standard¬ 
ization of Portable Tools, Chucking 
Equipment, Mechanics' Hand Service 
Tools, Files, Hack and Band Saws, 
Vises, Machine Tool Accessories 

[Limitation Order L-216, Revocation] 

Section 3114.1 Limitation Order L- 
216 is hereby revoked. This action shall 
not be construed to affect in any way 
any liability or penalty accrued or in¬ 


curred under said Limitation Order 
L-216. 

Issued this 8th day of May 1945. 

War Production Board, 
By J. Joseph Whelan, 

Recording Secretary. 

[F. R. Doc. 45-7556; Filed, Mfcy 8, 1945; 
11:18 a. m.l 


Part 3114 —Simplification and Stand¬ 
ardization of Portable Tools, Chuck¬ 
ing Equipment, Mechanics' Hand Serv¬ 
ice Tools, Files, Hack and Band Saws, 
Vises, Machine Tool Accessories 

[Limitation Order L-216. Revocation of 

Schedule U\ 

wrenches 

Section 3114.3 Schedule II to Limita¬ 
tion Order L-216 is hereby revoked. This 
action shall not be construed to affect 
in any way any liability or penalty ac¬ 
crued or incurred under said Schedule II 
to Limitation Order L-216. The manu¬ 
facture and delivery of wrenches remains 
subject to any other applicable orders 
and regulations of the War Production 
Board. 

Issued this 8th day of May 1945. 

War Production Board, 
By J. Joseph Whelan, 

Recording Secretary. 

[F. R. Doc. 45-7557; Filed. May 8. 1945; 

11:18 a. m.J 


Part 3114 —Simplification and Standard¬ 
ization of Portable Tools, Chucking 
Equipment, Mechanics' Hand Service 
Tools, Files, Hack and Band Saws, 
Vises, Machine Tool Accessories 

[Limitation Order L-216. Revocation 
of Schedule III 1 

PLIERS AND NIPPERS 

Section 3114.4 Schedule III to Limita¬ 
tion Order L-216 is hereby revoked. This 
action shall not be construed to affect in 
any way any liability or penalty accrued 
or incurred under said Schedule III to 
Limitation Order L-216. The manufac¬ 
ture and delivery of pliers and nippers 
remains subject to any other applicable 
orders and regulations of the War Pro¬ 
duction Board. 

Issued this 8th day of May 1945. 

War Production Board, 
By J. Joseph Whelan, 

Recording Secretary• 

[F. R. Doc. 45-7558; Filed, May 8, 1945; 

11:18 a. m.) 


Part 3294 —Iron and Steel Production 
[Order M-126, Direction 11 

REFERENCES IN M-126 TO OTHER ORDERS 
WHICH HAVE BEEN REVOKED 

The following direction is issued pur¬ 
suant to Order M-126: 

(a) Many exceptions to the prohibitions 
against the use of iron or steel in products 
covered by M-126 are made by referring in 
M-126 to other War Production Board orders, 
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directions or schedules. When one of these 
other orders, directions or schedules Is re¬ 
voked, the related exception in M-126 is modi¬ 
fied to remove all restrictions on the use of 
iron or steel in the manufacture of the article 
covered by the exception and formerly covered 
by the revoked order, except as may be spe¬ 
cifically provided in M-126 or List A or List B 
thereof (otherwise than by reference to the 
revoked order) or in other applicable orders 
or regulations of the War Production Board. 

(b) For example: List A of Order M-126 
contains the item “Sign hanger frames, ex¬ 
cept as may be permitted under Order L-29." 
Order L-29 has been revoked and therefore 
the provisions of M-126 do not apply to the 
use of iron or steel in the manufacture of 
sign hanger frames. 

Issued this 7th day of May 1945. 

War Production Board, 
By J. Joseph Whelan, 

Recording Secretary. 

|P. R. Doc. 45-7549: Filed, May 7, 1945; 

4:54 p. m.J 


Part 4500—Power, Water, Gas and 
Central Stfam Heat 

(Utilities Order U-9, Revocation] 

Utilities Order U-9 is revoked. This 
revocation does not affect any liabilities 
incurred under this order. 

Issued this 8th day of May 1945. 

War Production Board. 
By J. Joseph Whelan. 

Recording Secretary. 

[F. R. Doc. 45-7560; Filed. May 8. 1945; 
11:18 a. m.( 


Chapter XI—Office of Price Administra¬ 
tion 

Part 1305— Administration 
(G en. RO 12,’ Arndt. 8] 

WAR RATION BOOK NO. 3 

A rationale accompanying this amend¬ 
ment, issued simultaneously herewith, 
has been filed with the Division of the 
Federal Register. 

General Ration Order No. 12 is 
amended in the following respects: 

1. Section 4 (c) is amended by amend¬ 
ing the last sentence to read as follows: 
“Before issuing War Ration Book No. 3 
to ail other applicants (except those ap¬ 
plicants specified in paragraph (d) of 
this section), the Board shall remove 
all expired stamps and all valid stamps 
except the last stamp which became 
valid.” 

2. Section 4 is amended by adding a 
new paragraph (d) to read as follows: 

<d) If prior approval has been grant¬ 
ed by the Deputy Administrator for Ra¬ 
tioning, the Board, before issuing War 
Ration Book No. 3 to civilian American 
repatriates from enemy prison camps, 
shall remove all expired stamps and all 
valid stamps except the last two stamps 
which became valid. 

This amendment shall become effec¬ 
tive May 12, 1945. 


1 8 F.R. 7453, 11514, 17183 ; 9 FR. 6604, 
9355, 10706. 


Issued this 8th day of May 1945. 

Chester Bowles, 
Administrator. 

[F. R. Doc. 45-7567; Filed, May 8, 1945; 
11:40 a. m.J 


Part 1381— Softwood Lumber 
(RMPR 26, 1 2 Arndt. 141 

DOUGLAS FIR AND OTHER WEST COAST LUMBER 

A statement of the considerations in¬ 
volved in the issuance of this amend¬ 
ment, issued simultaneously herewith, 
has been filed with the Division of the 
Federal Register. 

Section 5 of Revised Maximum Price 
Regulation 26. paragraph (d) is amended 
in the following respects: 

1. In subparagraph (1), the following 
sentence is added at the end of the para¬ 
graph, “These temporary price adjust¬ 
ments are not applicable to thickness 
greater than 1" nor to shims (covered 
by footnote 3).” 

2. Subparagraph (2) is amended to 
read as follows: 

(2) Any mill granted relief under sec¬ 
tion (c> (2) of War Production Board 
Direction 1-a to the extent of being per¬ 
mitted to manufacture less than 65% of 
its expected monthly production in 
boards and dimension or any mill unable 
to produce 65% boards and dimension 
because of the requirements of an in¬ 
dividual War Production Board direc¬ 
tive, may charge these adjusted maxi¬ 
mum prices only for thirty days after 
the effective date of the War Production 
Board relief or directive, unless it files 
an application for price adjustment with 
the Office of Price Administration, Dis¬ 
trict Office in Portland, Oregon, in the 
manner described below\ in which case it 
may continue to charge the adjusted 
maximum prices for a further period 
(not to exceed thirty days) pending ac¬ 
tion by the Office of Price Administration 
District Director in Portland. The Office 
of Price Administration District Direc¬ 
tor may grant an adjustment in the basic 
maximum prices, but not to exceed the 
amount of adjustment in subparagraph 
(1). as is necessary to enable the mill to 
meet its total costs of production while 
operating under the terms of relief 
granted or directive issued by the War 
Production Board. 

This amendment shall become effec¬ 
tive May 8, 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

IF. R. Doc. 45-7525; Filed, May 7, 1943; 

4:47 p. m.] 


Part 1389— Apparel 
. | MPR 385, 5 Amdt. 3] 

SPECIFIED MILITARY UNIFORMS 

A statement of the considerations in¬ 
volved in the issuance of this amend¬ 


>9 F.R. 1016. 3513, 4227, 7505, 9720, 11112, 
12537; 10 Fit. 4661. 

2 8 F.R. 6114, 8009, 10661. 


ment, issued simultaneously herewith, 
has been filed with the Division of the 
Federal Register. 

Maximum Price Regulation 385 is 
amended in the following respects: 

A new column establishing maximum 
prices for sales at wholesale and by 
manufacturers of Navy Commissioned 
and Warrant Officers’ and C. P. O. grey 
summer working uniforms made of cot¬ 
ton twill, single ply warp and filling, 
combed yarn, 7.7 oz. to 8.4 oz. per square 
yard. Sanforized, is added to Table I of 
Appendix A, to read as follows: 


Uniform type 

Cotton twill, single ply warp 
and filling, combed yarn. 7.7 
ox. toH.l nt. j»er square yard, 
xanforixed (maximum price) 

Navy Commissioned 

Suit 

Coat 

Pants 

un<l Warrant Officers' 



- 

and C. p. O.grey sum¬ 




mer working uniform.. 

$10. 

$4187 

ms 


This amendment shall become effec 
tive May 7, 1945. 

Issued this 7th day of May 1945. 


Chester Bowies, 
Administrator. 

|F. R Doc. 45-7526; Filed, May 8, 1915; 
4:48 p. m.] 


Part 1394— Rationing of Fuel Oil and 
Fuel Products 
(R ev. RO 11, 1 Amdt. 57] 

FUEL OIL 

A Rationale for this amendment has 
been issued simultaneously herewith and 
has been filed with the Division of the 
Federal Register. 

Revised Ration Order 11 is amended in 
the following respects: 

1. Section 1394.5159 (a) (11) is added 
as follows: 

(11) Production of paving products or 
dust palliatives. For the production of 
a product fo^ paving purposes or a dust 
palliative, except that elsewhere than in 
the States of Oregon and Washington, a 
ration for the purpose may be issued 
and used if the fuel oil to be used for 
such purpose is that commonly known as 
“Slow Curing Road Oil No. 1, 2, 3, 4. or 
5“ (SC-1. SC-2. SC-3, SC-4, SC-5). 

2. Section 1394.5159 (a) (12) is added 
as follows: 

(12) Surfacing or maintaining roads 
or laying dust on roads . For surfacing 
or maintaining roads or laying dust on 
roads, except that elsewhere than in the 
States of Oregon and Washington, a 
ration for the purpose may be issued and 
used if (i) the fuel oil to be used for such 
purpose is that commonly known as 
“Slow Curing Road Oil No. 1, 2, 3. 4, or 
5“ (SC-1, SC-2, SC-3, SC-4. SC-5) and 
(ii) the applicant for the ration is any of 
the following persons: 

(a) An agency of the Federal or of 
any State government or any political 
subdivision of a State government; or 

(b) A person surfacing or maintaining 
roads or laying dust on roads pursuant 


* 9 F.R. 2357. 
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to a contract from a person specified 
in (a) above. 

3. Section 1394.5159 (b) is amended to 
read as follows: 

(b) PAW exceptions. The restrictions 
contained in paragraph (a) (2), (4) and 
(11) shall not apply if the Petroleum 
Administration for War has granted to 
the applicant a currently valid exception 
under Petroleum Distribution Order No. 
13, as amended, with respect to the 
specific restriction. In such case, the 
ration shall be issued (pursuant to the 
applicable provisions of this order) only 
for the period and in the amount spe¬ 
cified in the exception granted by the 
Petroleum Administration for War.. If 
the exception limits the applicant to the 
use of a specifi3d grade of fuel oil, the 
ration issued may not be used to acquire 
or consume any grade of fuel oil other 
than that specified. 

This amendmfcit shall become effective 
on May 8, 1945. 

Issued this 8th day of May 1945. 

Chester Bowles. 

Administrator. 

[P. R. Ecc. 45-7568; Filed. May 8, 1945; 

11:40 a. m.J 


Part 1404— Rationing of Footwear 
|RO 17 », Arndt. 96J 

SHOES 

A rationale accompanying this amend¬ 
ment, issued simultaneously herewith, 
has been filed with the Division of the 
Federal Register. 

Ration Order 17 is amended in the fol¬ 
lowing respects: 

1. Section 2.7 (0) is added to read as 
follows: 

(b) Transfers by chain establishnients. 
A central office of a chain store organi¬ 
zation acting as supplier for a branch 
establishment, shall not notify another 
supplier to deliver shoes to the branch 
establishment unless the establishment 
has on deposit with the central office ra¬ 
tion currency in a net amount at least 
equal to the total number of pairs of 
shoes noticed to be delivered to the es¬ 
tablishment. A distributing establish¬ 
ment of a chain transferring shoes to 
another distributing establishment in 
the same chain may treat the transac¬ 
tion as a transfer to the central office 
supplier and a subsequent transfer from 
the central office to the transferee estab¬ 
lishment, if all provisions of this order 
are complied with in the same manner 
as if the shoes were returned to the cen¬ 
tral office and transferred from the cen¬ 
tral office to the transferee establish¬ 
ment. 

2. Section 2.13 (a) (3) is added to read 
as follows: 


>8 F.R. U839. 16605. 16996: 9 F.R. 92. 573, 
764. 2232. 2656. 2947. 2829, 3340. 3944, 4391, 
6254. 5805. 6233 . 6647, 6455. 7080, 7773, 8254, 
8339. 8340. 8931. 9355. 9901. 15089. 10984. 10985, 
11638, 11763, 12039. 12271, 12812, 13134. 13067, 
13992. 14017, 13396: 10 F.R. 521, 1103, 1649, 
1739. 2014, 2757, 3014. 


(3) Each supplier shall on or before 
June 16, *945 send a written notice to 
each establishment having any ration 
currency on deposit with it, showing the 
net amount of such currency on deposit 
with it as of the close of business on May 
31. 1945 and, if a ration check or shoes 
were received from the establishment on 
or after May 1, 1945 and before June 1, 
1945, a statement showing the date and 
amount of the last ration currency pay¬ 
ment received by it and the date and 
number of pairs of shoes last returned to 
it by the establishment, In this period. 
Each supplier shall also keep records 
showing the amounts of ration currency 
received from (and shoes returned by) 
each establishment, the number of pairs 
of shoes sent (and amounts of ration 
currency returned) to each establish¬ 
ment and stating the net amount of ra¬ 
tion currency each establishment has on 
deposit with it as of the close of business 
on May 31, 1945 and showing at least 
monthly balances thereafter. (The fol¬ 
lowing is an example of the manner in 
which records may be kept to satisfy 
the above requirements: 

(i) Set up a separate account for each 
establishment to which shoes are sup¬ 
plied. 

(ii) Enter as credits in this account 
the net amount of ration currency an 
establishment has on deposit at the close 
of business on May 31, 1945; the amount 
of each ration check (or other currency) 
received from the establishment after 
that date and the amounts of ration cur¬ 
rency equivalent to the number of pairs 
of shoes returned by the establishment 
after that date. 

(iii) Enter as debits in this account the 
amount of ration currency equivalent to 
the number of pairs of shoes transferred 
to the establishment after May 31, 1945 
and the amount of ration currency re¬ 
turned to the establishment after that 
date. 

(iv) Subtract debit items from the 
currency balance in the account, at least 
monthly. 

(v) Add credit items to the currency 
balance in the account, at least monthly.) 

3. Section 2.13 (a) (4) is added to 
read as follows: 

(4) The central office of a chain store 
organization that acts as supplier for 
the establishments in the chain must 
satisfy the requirements of subpara¬ 
graph (3). The records required by 
section 2.13 (b) (11), other than deposit 
slips and notices of errors in deposit 
slips, may be kept at a central office act¬ 
ing as a supplier provided all the con¬ 
ditions of this subparagraph (4) are 
satisfied: 

(i) The establishment must notify the 
District Office in writing that all checks 
on its account are drawn by the central 
office and that the central office supplies 
all its shoes. 

(ii) The central office must notify the 
establishment in writing on or before 
June 16, 1945, of the check book balance 
of the establishment’s ration bank ac¬ 
count as of the close of business on May 
31, 1945. 

(iii) For the purposes of subpara¬ 
graphs (3) and (5) the amount of ration 


currency in the establishment’s account 
and all future deposits in that account 
shall be treated by the establishment as 
deposits with the central office. How¬ 
ever, the central office may not treat de¬ 
posits in the establishment’s account as 
currency on deposit with it until it has 
been transferred to the ration bank ac¬ 
count of the central office. 

4. Section 2.13 (a) (5) is added to read 
as follows: 

(5) Each establishment shall keep rec¬ 
ords showing the number of pairs of 
shoes (and amounts of ration currency) 
received from each supplier, the amounts 
of ration currency (and number of pairs 
of shoes, if any) sent to each supplier 
and stating the net amount of ration cur¬ 
rency it has on deposit with each sup¬ 
plier as of the close of business on May 
31. 1945 and showing at least monthly 
balances thereafter. (The following is 
an example of the manner in which rec¬ 
ords may be kept to satisfy the above re¬ 
quirements: 

(i) Set up a separate account for each 
supplier from whom shoes are received. 

(ii) Enter as a charge against the sup¬ 
plier the net amount of ration currency 
on deposit with the supplier as of the close 
of business on May 31, 1945. (The es¬ 
tablishment should add to the ration de¬ 
posit figure furnished by the supplier any 
ration currency forwarded and shoes 
returned to the supplier before June 1. 
1945 but which were not included in such 
figure.) Also enter as a charge against 
the supplier the amount of ration cur¬ 
rency forwarded to the supplier after 
May 31. 1945 and the number of pairs of 
shoes returned to the supplier after that 
date. 

(iii) Enter as credits in favor of the 
supplier in this account the amounts of 
ration currency equal to the number of 
pairs of shoes received from the supplier 
after May 31. 1945 (except shoes invoiced 
to the establishment before June 1. 1945 
but received on or after that date) and 
the amount of ration currency returned 
by the supplier on or after that date (ex¬ 
cept the amount of a ration check dated 
before June 1, 1945 but received on or 
after that date.) 

(iv) Subtract debit items from the 
currency balance in the account, at least 
monthly. 

(v) Add credit items to the currency 
balance in the account, at least 
monthly.) 

5. Section 2.13 (b) (11) and (12) are 
added to read as follows: 

(11) Deposit slips, notices of errors 
in deposit slips, statements of account 
received by him, cancelled checks re¬ 
turned to him, all stubs from which 
checks have been detached or other rec¬ 
ord used in place of stubs. (These rec¬ 
ords, other than deposit slips and notices 
of errors in deposit slips, may be kept at 
the central office of a chain organization, 
under the circumstances set forth in sec¬ 
tion 2.13 (a) (4).) 

(12) Written notices received from 
suppliers showing the net amount of ra¬ 
tion currency on deposit with them as of 
the close of business on May 31,1945, and 
in the case of a chain establishment 
whose central office draws ration checks 
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on its ration bank account, the written 
notice from the central office showing the 
check book balance in its ration bank 
account as of the close of business on 
May 31, 1945. 

6. Section 2.13 (c) is amended by add¬ 
ing the following: “Where two or more 
locations at which shoes are sold or 
stored constitute a single distributing es¬ 
tablishment, the records may be kept at 
any of such locations.” 

7. The definition of “Distributing es¬ 
tablishment” in section 3.13 is amended 
by deleting the first sentence and substi¬ 
tuting instead the following: 

“Distributing establishment” means a 
business, other than a manufacturing es¬ 
tablishment or public warehouse, con¬ 
ducted at a certain location from which 
rationed shoes are sold or at which ra¬ 
tioned shoes are stored or the business 
of a central office of a chain store organi¬ 
zation which acts as supplier for a 
branch establishment with respect to 
shoes delivered directly to the establish¬ 
ment by another supplier or the business 
of any person accepting a transfer or 
making a transfer of shoes in connection 
with the exporting of shoes for commer¬ 
cial purposes. 

8. Section 3.13 is amended by adding 
the following: 

“Supplier” means any person supply¬ 
ing shoes to an establishment. A cen¬ 
tral office of a chain is also considered 
the supplier of a branch establishment 
as to shoes treated by the central office 
as transferred by it to the branch es¬ 
tablishment, even though the shoes are 
delivered by another supplier directly to 
the branch establishment. 

This amendment shall become effec¬ 
tive May 11. 1945. 

Note: The record-keeping and reporting 
requirements of this amendment have been 
approved by the Bureau of the Budget in 
accordance with the Federal Reports Act of 

1942. 

Issued this 8th day of May 1945. 

Chester Bowles, 
Administrator , 

IF. R. Doc. 45-7569: Filed, May 8, 1945; 

11:40 a. m.J 


Chapter XXIII—Surplus Properly Board 
(SPB Reg. 31 

Part 8303— Dispositions of Surplus 

Property in Rural Areas and to 
Farmers 

Sec. 

8303.1 Definitions. 

8303.2 Limitation of application. 

83038 Diversion of surplus property into 
rural areas. 

8303.4 Surplus trucks, machinery and equip¬ 

ment needed to prevent impair¬ 
ment or threatened Impairment of 
farm production. 

8303.5 Violations by dealers. 

8303.6 Regulations and reports to be filed 

with the Board. 

8303.7 Regulations of other agencies. 

8303.8 Amendment or repeal. 

Exhibit A Types of property to be channeled 
into rural areas. 

Authority: 85 8303.1 to 8303.8, inclusive, 
issued under Surplus Property Act of 1944, 


Pub. Law 457, 78th Cong., 2d Sess.; 58 Stat. 
765. 

§ 8303.1 Definitions. (a) “Board” 

means the Surplus Property Board. 

<b) “Disposal agency” means any 
Government agency designated pursu¬ 
ant to the Surplus Property Act of 1944 
to dispose of one or more classes of sur¬ 
plus property. 

(c) “Farmer” means an individual, 
firm, or corporation chiefly engaged in 
farming or tillage of the soil, in dairy 
farming or in the production of poultry, 
livestock, or poultry or livestock products 
in their unmanufactured state. 

(d) “Farmers' cooperative associa¬ 
tion” means any association in which 
farmers act together in processing, pre¬ 
paring for market, handling, or market¬ 
ing farm products, and any association 
in which farmers act together in pur¬ 
chasing, testing, grading, processing, 
distributing, or furnishing farm sup¬ 
plies; provided, however, that any such 
association is operated for the mutual 
benefit of the members thereof as such 
producers or purchasers. 

(e) “Surplus property” means any 
property which has been determined to 
be surplus to the needs and responsibili¬ 
ties of the owning agency in accordance 
with the Surplus Property Act of 1944. 

(f) "War Food Administrator” means 
the War Food Administrator or his suc¬ 
cessor. 

§ 8303.2 Limitation of application. 
This regulation shall apply only to dis¬ 
posals of surplus personal property 
made by disposal agencies within the 
continental United States, its territories 
and possessions. 

§ 8303.3 Diversion of surplus property 
into rural areas —(a) General duty of 
disposal agencies. Disposal agencies 
shall adopt all reasonable measures to 
cause appropriate quantities of surplus 
property to be sold or channeled into ru¬ 
ral areas so that farmers and farmers' 
cooperative associations will be accorded 
opportunity to purchase which is equal 
to that accorded buyers having no prior¬ 
ity under the Surplus Property Act of 
1944. In discharging this duty disposal 
agencies shall consult with the War Food 
Administrator. 

(b) Allocation and disposal of surplus 
property having general farm use. In 
carrying out the foregoing policy disposal 
agencies shall, after satisfying all priori¬ 
ties as provided in the Surplus Property 
Act of 1944 and regulations of the Board 
thereunder, sell in rural areas or for dis¬ 
tribution in rural areas such quantities 
of the types of property listed in Exhibit 
A as may under the circumstances ap¬ 
pear reasonably necessary or appropriate 
to assure the utilization of the agricul¬ 
tural resources of such areas. Period¬ 
ically, but at intervals of not to exceed 
sixty (60) days, commencing with the 
effective date of this regulation, each dis¬ 
posal agency shall advise the War Food 
Administrator of the quantities on hand 
of the types of property listed in Exhibit 
A, and the stated or regions in which such 
property is located. The War Food Ad¬ 
ministrator will from time to time advise 
the disposal agencies of the quantities 
of such property w’hich he finds should 
be channeled to rural areas to assure the 


utilization of the agricultural resources 
of such areas, and the disposal agencies 
shall be guided accordingly. If the ef¬ 
forts of the disposal agency demonstrate 
that the quantities thus assigned for 
rural areas will not be so absorbed, such 
Quantities may be disposed of in any 
other manner authorized under the act. 

(c) Methods of disposal. The appro¬ 
priate quantities to be channeled into 
rural areas under paragraphs (a) and 
(b) of this section shall be disposed of 
as follows: 

G) To distributors, dealers, whole¬ 
salers, farmers' cooperative associations 
or retailers who customarily distribute in 
rural areas and certify that the surpluses 
being purchased will be so distributed, or 

(2) Through community auctions 
which are certified by the War Food Ad¬ 
ministrator as serving rural areas, or 

(3) By a combination of the methods 
stated in subparagraphs (1) and <2> of 
this paragraph, or 

<4) By any other method or methods, 
reasonably calculated to effectuate dis¬ 
posal in rural areas, as may be agreed 
upon by the disposal agency and the War 
Food Administrator and approved by the 
Board. 

Disposal agencies may. notwithstand¬ 
ing the foregoing provisions, distribute 
new trucks and new farm machinery di¬ 
rectly to farmers if they shall find that 
it is in the public interest to make such 
disposal. 

§ 8303.4 Surplus trucks, machinery 
and equipment needed to prevent im¬ 
pairment or threatened impairment of 
farm production —(a) Duty of disposal 
agencies. Reasonable quantities of sur¬ 
plus truoks, machinery and equipment 
shall be made available for disposal in 
rural areas to farmers and farmers' co¬ 
operative associations whenever a short¬ 
age of such items impairs or threatens 
to impair farm production. Such rea¬ 
sonable quantities shall be determined by 
the Board from time to time as provided 
in paragraph (b) of this section. Upon 
such determination the disposal agencies 
shall promptly take such action as may 
be necessary or appropriate to make such 
property immediately available for sale 
in rural areas to farmers and farmers' 
cooperative associations. 

(b) Allocation orders ; certificates of 
War Food Administrator . If 4,he War 
Food Administrator shall find that farm 
production is impaired or is threatened 
to be impaired in any area by a shortage 
of trucks, machinery or equipment, he 
shall submit a certificate to the Board 
stating that he finds such impairment or 
threatened impairment of farm produc¬ 
tion to exist in a specifically named area 
by a shortage of specifically described 
types of trucks, machinery*or equipment 
and setting forth the quantities of each 
type of such property which constitute 
a reasonable portion of the existing total 
surplus supply thereof to be made avail¬ 
able in such area to aid in relieving such 
impairment or threatened impairment of 
farm production. In order to assist the 
War Food Administrator in the prepa¬ 
ration of such certificates, disposal agen¬ 
cies shall promptly on his request advise 
him of the total surplus supply of such 
trucks, machinery and equipment as he 
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may specify and the states or regions 
where they are located. Upon receipt of 
any such certificate of the War Food 
Administrator the Board will determine 
the types and quantities of such property 
to be made available as provided in para¬ 
graph (a) of this section, taking into 
consideration such certificate and any 
other pertinent evidence, and will publish 
its determination by an order under this 
regulation. 

(c) Methods of disposal. The types 
and quantities of property designated in 
such orders under this regulation shall 
be disposed of: 

(1) To regular retail dealers and 
farmers’ cooperative associations which 
are dealers, provided that they represent 
and agree that they will sell the property 
purchased only to farmers or farmers’ 
cooperative associations located in the 
areas specified in such orders, and that, 
in the case of trucks, the property will be 
sold only to farmers or farmers’ coopera¬ 
tive associations located in such areas 
that hold certificates issued by the Agri¬ 
cultural Adjustment Agency, or 

(2) By any other method or methods, 
reasonably calculated to effectuate dis¬ 
posal in rural areas, as may be agreed 
upon by the disposal agency and the 
Agricultural Adjustment Agency and ap¬ 
proved by the Board. 

Disposal agencies may, notwithstand¬ 
ing the foregoing provisions, distribute 
new trucks and new farm machinery di¬ 
rectly to farmers if they shall find that 
it is in the public interest to make such 
disposal. 

§ 8303.5 Violations by dealers. Any 
person who shall make a false represen¬ 
tation or who shall be found to have de¬ 
faulted on any undertaking or promise 
required by this regulation, shall there¬ 
upon be disqualified to acquire any sur¬ 
plus property disposed of under this reg¬ 
ulation. 

§ 8303.6 Regulations and reports to be 
filed with the Board. Copies of all regu¬ 
lations, orders, agreements and instruc¬ 
tions of general applicability issued by 
any agency in furtherance of this regula¬ 
tion shall be filed by such agency with 
the Board. Within sixty (60) days after 
the effective date of this regulation and 
thereafter at intervals of not more than 
sixty (60) days, each disposal agency 
shall file with the Board a report of sales 
made pursuant to 3 8303.3. Reports of 
sales made pursuant to § 8303.4 and any 
older issued thereunder shall be filed 
with the Board by each disposal agency 
within sixty (60) days after the promul¬ 
gation of such order and thereafter at 
intervals of not more than thirty (30) 
days until the repeal of such order; final 
reports shall be filed with the Board 
within sixty (60) days after such repeal. 

§ 8303.7 Regulations of other agencies . 
All disposals under this regulation shall 
be subject to applicable regulations of 
the War Production Board, the Office of 
Price Administration and the Office of 
Defense Transportation. • 

§ 8303.8 Amendment or repeal. This 
regulation and any order under it shall 
be subject to amendment or repeal by 
the Board by any regulation or order of 


the Board duly published in the Federal 
Register. # 

This regulation shall become effective 
June 1, 1945. 

Surplus Property Board, 

By A. E. Howse, 

Administrator . 

April 25, 1945. 

Approved and concurred in: 

Marvin Jones, 

War Food Administrator. 

April 30. 1945. 

Norris E. Dodd, 

Chief, Agricultural Adjustment 
Agency. 

April 28, 1945. 

Exhibit A—Types op Property to Be 
Channeled Into Rural Areas 

(1) Farm construction materials: 

Lumber and lumber substitutes. 
Shingles and other roofing materials. 
Lath. 

Paint. 

Varnish 

(2) Merchant trade products: 

Barbed and twisted wire. 

Drawn wire. 

Wire bale tics. 

Wire nails and staples. 

Woven and welded wire fence. 

Pipe (cashing, line, standard, etc.). 
Reinforced mesh and wire netting. 
Formed roofing and siding. 

Fence posts. 

(3) Hand tools: 

A. Farm and garden tools: 

Forks. 

Hoes. 

Mattocks. 

Picks. 

Post hole diggers. 

Rakes. 

Scrapers. 

Shovels. 

B. Mechanic hand tools: 

Wrenches, all types. 

Pliers. 

Vises. 

Belt cutters. 

Pipe stocks and dies. 

C. Carpenters’ and edge tools: 

Axes. 

Adzes. 

Hammers. 

Wrecking bars. 

Saws. 

Chisels. 

(4) Cordage: 

Rope. 

Binder twine. 

Tobacco twine. 

Wool twine. 

(5) Electrical equipment: 

Motors adaptable for farm use. 
Electric wiring and supplies. 

(6) Miscellaneous supplies: 

Harness and harness hardware. 
Chains. 

IF. R. Doc. 45-7561; Filed. May 8, 1945; 
11:20 a. m.) 


TITLE 34—NAVY 

Chapter I—Department of the Navy 
Part 25—Contract Settlement Act 

AMENDMENT OF JOINT TERMINATION 
REGULATION 

Cross Reference: For the Joint Ter¬ 
mination Regulation issued by the Secre¬ 


tary of War and the Secretary of the 
Navy and filed with the Division of the 
Federal Register, November 4. 1944, (9 
F.R. 13316) as amended April 20. 1945, 
see Title 10, Ch. VIII, supra. 


TITLE 49—TRANSPORTATION AND 
RAILROADS 

Chapter I—Interstate Commerce 
Commission 

(S. O. 80. Arndt. 291 
Part 95— Car Service 

APPOINTMENT OF ALTERNATE AGENT WITll 
RESPECT TO GRAIN PERMITS 

At a session of the Interstate Com¬ 
merce Commission, Division 3, held at its 
office in Washington, D. C.. on the 7th 
day of May, A. D. 1945. 

Upon further consideration of the pro¬ 
visions of Service Order o. 80. as 
amended (codified as § 95.19 of Title 49 
CFR): 

It is ordered. That I. M. Herndon. As¬ 
sistant Manager. Transportation, Chi¬ 
cago Board of Trade, Chicago. Illinois, 
is hereby designated and appointed as 
alternate Agent of the Commission to 
issue permits for the movement of grain 
under the terms of this order at the Chi¬ 
cago, Illinois, Market. (40 Stat. 101, sec. 
402, 41 Stat. 476. sec. 4. 54 Stat. 901, 49 
U.S.C. 1 (10)-U7)) 

And it is further ordered . That this 
amendment shall become effective May 
14 1945; that copies of this amendment 
be served upon the Association of Amer¬ 
ican Railroads, Car Service Division, as 
agent of the railroads subscribing to the 
car service and per diem agreement 
under the terms of that agreement: and 
that notice of this amendment be given 
to the general public by depositing a copy 
in the office of the Secretary of the Com¬ 
mission at Washington, D. C. 

By the Commission, Division 3. 

I seal] V/.P. Bartel. 

Secretary. 

(F. R. Doc. 45-7562: Filed, May 8, 1945; 
11:32 a. m.J 


|S. O. 262-A] 

Part 95—Car Service 

REFRIGERATION OF CITRUS FRUITS FROM 
FLORIDA 

At a session of the Interstate Com¬ 
merce Commission, Division 3, held at 
its office in Washington. D. C.. on the 7th 
day of May, A. D. 1945. 

Upon further consideration of Service 
Order No. 262 (9 FJR. 14786) of Decem¬ 
ber 18, 1944, and good cause appearing 
therefor: It is ordered. That: 

(a) Service Order No. 262 (9 F.R. 
14786) of December 18. 1944. restricting 
refrigeration on citrus fruits from Flor¬ 
ida, be, and it is hereby, vacated and set 
aside. (40 Stat. 101, sec. 402, 418, 41 
Stat. 476. sec. 4. 54 Stat. 901. 911; 49 
U.S.C. 1 (10) —(17>. 15 (2)) 

It is further ordered, That this order 
shall become effective at 12:01 a. m., 
May 9, 1945; that a copy of tins order 
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and direction shall be served upon the 
Association of American Railroads, Car 
Service Division, as agent of all railroads 
subscribing to the car service and per 
diem agreement under the terms of that 
agreement; and that notice of this order 
be given to the general public by depos¬ 
iting a copy in the office of the Secretary 
of the Commission at Washington, D. C., 
and by filing it with the Director, Divi¬ 
sion of the Federal Register. 

By the Commission, Division 3. 

[seal] W. P. Bartel, 

Secretary. 

(P. R. Doc. 45-7563; Filed. May 8. 1945; 

11:32 a. m.j 


[S. O. 304, Arndt. 1] 

Part 95— Car Service 

PERMIT REQUIRED FOR CARLOAD GRAIN 

At a session of the Interstate Com¬ 
merce Commission, Division 3, held at its 
office in Washington, D. C., on the 7th 
day of May, A. D. 1945. 

Upon further consideration of Service 
Order No. 304 (10 F. R. 4612) of April 
19, 1945, and good cause appearing 
therefor: It is ordered , That: 

Service Order No. 304 (10 F.R. 4612) 
of April 19, 1945, be, and it is hereby, 
amended by changing the description 
of Southwest and Central Permit Areas 
in paragraph (d) thereof to read as 
follows: 

Southwest Permit Area 
(Permit Agent Slndel) 

Origin: All stations In the-States of Ne¬ 
braska. Missouri. Kansas. Wyoming. Colorado, 
Oklahoma. New Mexico, and Texas, also 
Council Bluffs. Sioux City. Iowa, East St. 
Louis, Granite City, Cairo, HI. 

Destination: All stations East of the west 
bank of Lake Michigan, East of the Chicago 
switching district and the Illinois-Indiana 
State line thence stations on and East of the 
Ohio-Mississippl Rivers to New Orleans. La., 
except New Orleans for export, and except 
Cairo, HI. 

Central Permit Area 
(Permit Agent Fisher) 

Origin: All stations In the States of Iowa, 
Illinois (Including the entire Chicago switch¬ 
ing district), and Wisconsin, except Superior, 
East End. and Itasca, Wls.. Council Bluffs, 
Sioux City, Iowa, East St. Louis. Granite City, 
HI., Indianapolis. Lawrcnceburg. Ind., Cin¬ 
cinnati. Ohio, and Louisville, Ky. 

Destination: All stations East of the west 
bank of Lake Michigan, East of the Chicago 
switching district and the Illinois-Indiana 
State line thence stations on the East of 
the Ohio-Mississippl Rivers to New Or¬ 
leans, La., except New Orleans for export, 
and except Indianapolis, Lawrenceburg, Ind., 
Cincinnati, Ohio, and Louisville, Ky. 

(40 Stat. 101. sec. 402, 41 Stat. 476, sec. 
4. 43 Stat. 901, 49 U. S. C. 1 (10)-(17)) 

It is further ordered , That this or¬ 
der shall become effective at 12:01 a. m., 
May 8. 1945; that copies of this order 
and direction shall be served upon the 
Association of American Railroads, Car 
Service Division, as agent of the rail¬ 
roads subscribing to the car service and 
per diem agreement under the terms 


of that agreement; and that notice of 
this order be given to the general pub¬ 
lic by depositing a copy in the office of 
the Secretary of the Commission at 
Washington, D. C., and by filing it with 
the Director, Division of the Federal 
Register. 

By the Commission, Division 3. 

f seal! W. P. Bartel, 

Secretary. 

[F. R. Doc. 45-7564; Filed, May 8. 1945; 
11:32 a. m.J 


Part 123— Freight Commodity Statistics 
list of commodity classes 

At a session of the Interstate Com¬ 
merce Commission, Division 1, held at its 
office in Washington, D. C., on the 2d 
day of May, A. D. 1945. 

The Bureau of the Budget, Executive 
Office of the President, has advised this 
Commission that there are now no ob¬ 
jections on the grounds of security to the 
publication by the Interstate Commerce 
Commission of current data relating to 
certain specified strategic and critical 
materials as contained in the reports of 
Freight Commodity Statistics filed with 
the Commission’s Bureau of Transport 
Economics and Statistics. The data have 
been withheld from publication since 
1942: but permission has now been given 
to release this information for the entire 
period from 1942 on; therefore. 

It is ordered , That the order of this 
Commission dated April 27. 1942, which 
modified the order of November 22, 1927, 
as amended, in the matter of freight 
commodity statistics (§§ 123.3 and 123.12 
List of Commodity Classes) , be and it is 
hereby vacated and set aside, and the 
following order shall become effective: 

Commencing with the reports for the 
month of March 1945, and thereafter un¬ 
til further order, data relating to the fol¬ 
lowing individual classes of commodities 
shall be included in the monthly reports 
of freight commodity statistics filed with 
this Commission on Form MCS and Form 
SCS by Class I steam railways and, also, 
in the reports on Form SCS submitted 
annually by Class II steam railways: 

No. Commodity class 

330 Copper ore and concentrates. 

331 Lead ore and concentrates. 

332 Zinc ore and concentrates. 

442 Crude rubber (not reclaimed). 

520 Copper: Ingot, matte, and pig. 

521 Copper, brass, and bronze: Bar, sheet, 

and pipe. 

522 Lead and Zinc: Ingot, pig, or bar. 

623 Aluminum: Ingot, pig. or slab. 

660 Alcohol, denatured or wood. 

661 Sulphuric acid. 

662 Explosives, N. O. S. 

(24 Stat. 386, 34 Stat. 593, 36 Stat. 556, 41 
Stat. 493, 54 Stat. 916; 49 U.S.C. 20 (D- 
( 8 )) 

By the Commission, Division 1. 

[seal] W. P. Bartel, 

Secretary. 

[F. R. Doc. 45-7565; Filed, May 8, 1945; 
11:32 a. m.j 


Notices 


INTERSTATE COMMERCE COMMIS¬ 
SION. 

(S. O. 70-A, Special Permit 9761 

Reconsignment of Oranges at Minne¬ 
apolis, Minn. 

Pursuant to the authority vested in 
me by paragraph (f) of the first ordering 
paragraph (§ 95.35, 8 F.R. 14624) of 
Service Order No.'70-A of October 22, 
1943, permission is granted for any com¬ 
mon carrier by railroad subject to the 
Interstate Commerce Act: 

To disregard entirely the provisions of Serv¬ 
ice Order No. 70-A Insofar as It applies to 
the reconsignment at Minneapolis, Minne¬ 
sota. May 2. 1945. by Pacific Coast Fruit Dis¬ 
tributors, of car PFE 42056, oranges, now on 
the C. R. I. & P. Railroad, to Himmelsteln 
Brothers, Ft. Wayne. Indiana, (CRI&P-IHB- 
NKP), account of railroad error in not di¬ 
verting car as ordered by shipper. 

The waybill shall show reference to this 
special permit. 

A copy of this special permit has been 
served upon the Association of American 
Railroads, Car Service Division, as agent 
of the railroads subscribing to the car 
service and per diem agreement under 
the terms of that agreement; and no¬ 
tice of this permit shall be given to the 
general public by depositing a copy in 
the office of the Secretary of the Com¬ 
mission at Washington, D. C.. and by fil¬ 
ing it with the Director, Division of the 
Federal Register. 

Issued at Washington, D. C., this 2d 
day of May 1945. 

V. C. Clinger, 
Director , 

Bureau of Service 

IF. R. Doc. 45-7515; Filed. May 7, 1945; 

2:15 p. m.| 


(8. O. 70-A. Special Permit 9771 

Reconsignment of Pineapples at 
Chicago, III. 

Pursuant to the authority vested in 
me by paragraph (f) of the first order¬ 
ing paragraph (§ 95.35, 8 F.R. 14624) of 
Service Order No. 70-A of October 22, 
1943, permission is granted for any com¬ 
mon carrier by railroad subject to the 
Interstate Commerce Act: 

To disregard entirely the provisions of 
Service Order No. 70-A Insofar as it applies 
to the reconsignment at Chicago. Illinois, 
May 3, 1945. by Simbn Siegel Company, of 
car PFE 34564. pineapples, now on the Chi¬ 
cago Produce Terminal, to C. H. Robinson 
Company. Des Moines. Iowa, with stop-olf 
for partial unloading at Burlington, Iowa, 
by Benner Tea Company (CB&Q). 

The waybill shall show reference to this 
special permit. 

A copy of this special permit has been 
served upon the Association of Ameri¬ 
can Railroads, Car Service Division, as 
agent of the railroads subscribing to the 
car service and per diem agreement un¬ 
der the terms of that agreement; and 
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notice of this permit shall be given to 
the general public by depositing a copy 
in the office of the Secretary of the Com¬ 
mission at Washington, D. C., and by fil¬ 
ing it with the Director, Division of the 
Federal Register. 

Issued at Washington, D. C., this 3d 
day of May 1945, 

V. C. Clinger, 

Director , 

Bureau of Service. 

(F. R. Doc. 45-7516; Filed. May 7, 1945; 

2:16 p. m.J 


[Rev. S. O. 300. 2d Amended Gen. 

Permit 1| 

Icing of Potatoes From Alabama or 
Escambia County. Fla. 

Pursuant to the authority vested in 
me by paragraph (e) of the first order¬ 
ing paragraph of Amended Service Or¬ 
der No. 300 of April 19, 1945 (10 F.R. 
4109), permission is granted for any com¬ 
mon carrier by railroad subject to the 
Interstate Commerce Act: 

On any refrigerator car loaded with pota¬ 
toes originating at any point in Alabama 
or in Escambia County, Florida, to provide 
the first or initial icing at an icing station 
not beyond Atlanta, Georgia, or Jackson, 
Memphis or Nashville. Tennessee, and to re¬ 
ice once in transit to full bunker capacity at 
a regular icing station enroute beyond the 
station where car was initially iced: 

This general permit shall- become effective 
at 12:01 a. m.. May 5, 1945. and the icing 
and relcing authorized herein may be ac¬ 
corded on such refrigerator cars moving at 
that time. This general permit shall expire 
at 11:59 p. m.. June 30. 1Q45. 

The waybills shall show reference to this 
general permit. 

A copy of this general permit has been 
served upon the Association of Ameri¬ 
can Railroads, Car Service Division, as 
agent of the railroads subscribing to the 
car service and per diem agreement un¬ 
der the terms of that agreement; and 
notice of this permit shall be given to 
the general public by depositing a copy 
in the office of the Secretary of the Com¬ 
mission at Washington, D. C., and by 
filing it with the Director, Division of 
the Federal Register. 

Issued at Washington, D. C., this 4th 
day of May 1945. 

V. C. Clinger, 

Director, 

Bureau of Service. 

IF. R. Doc. 45-7517; Filed. May 7, 1945; 

2:16 p. m.J 


[Rev. S. O. 300, Gen. Permit 4] 

Refrigeration of Mixed Vegetables 

Pursuant to the authority vested in 
me by paragraph (e) of the first ordering 
paragraph of Revised Service Order No. 
300 of April 19. 1945 (10 F.R. 4359). per¬ 
mission is granted for any common car¬ 
rier by railroad subject to the Interstate 
Commerce Act: 

To disregard the provisions of Revised 
Service Order No. 300 insofar as it applies 
to the furnishing of refrigeration on any 
refrigerator car loaded with a mixed ship¬ 


ment of potatoes and other vegetables pro¬ 
vided the potatoes in such car comprise not 
more than fifty percent (50%) of the tariff 
minimum weight applicable on the potatoes, 
and further provided the waybills shall show 
reference to this general permit. 

This general permit shall become effec¬ 
tive at 12:01 a. m.. May 3. 1945, and shall 
apply on all cars billed or rolling at or after 
that time. This general permit shall ex¬ 
pire at 11:59 p. m., June 30, 1945. 

A copy of this general permit has been 
served upon the Association of American 
Railroads, Car Service Division, as agent 
of the railroads subscribing to the car 
service and per diem agreement under 
the terms of that agreement; and notice 
of this permit shall be given to the gen¬ 
eral public by depositing a copy in the 
office of the Secretary of the Commission 
at Washington, D. C.. and by filing it 
with the Director, Division of the Federal 
Register. 

Issued at Washington, D. C., this 2d 
day of May 1945. 

V. C. Clinger, 
Director, 

Bureau of Service. 

[ F. R. Doc. 45-7518; Filed, May 7, 1945; 

2:16 p. m.J 


OFFICE OF DEFENSE TRANSPORTA- 

TION. 

[Supp. Order ODT 3. Rev. 655) 

Portland, Oreg., and Seattle, Wash. 

coordinated operations of certain 
carriers 

Upon consideration of a plan for joint 
action filed with the Office of Defense 
Transportation by the persons named in 
Appendix 1 hereof to facilitate compli¬ 
ance with the requirements and purposes 
of General Order ODT 3, Revised, as 
amended (7 F.R. 5445. 6689. 7694; 8 F.R. 
4660, 14582; 9 F.R. 2793. 3264, 3357, 6778), 
a copy of which plan is attached hereto 
as Appendix 2,‘ and 

It appearing that the proposed coordi¬ 
nation of operations is necessary in order 
to assure maximum utilization of the 
facilities, services, and equipment, and to 
conserve and providently utilize vital 
equipment, materials, and supplies, of the 
carriers, and to provide for the prompt 
and continuous movement of necessary 
traffic, the attainment of which pur¬ 
poses is essential to the successful prose¬ 
cution of the war, It is hereby ordered , 
That: 

1. The plan for joint action above re¬ 
ferred to is hereby approved and the car¬ 
riers are directed to put the plan in op¬ 
eration forthwith, subject to the follow¬ 
ing provisions, which shall supersede any 
provisions of such plan that are in con¬ 
flict therewith. 

2. Each of the carriers forthwith shall 
file a copy of this order with the appro¬ 
priate regulatory body or bodies having 
jurisdiction over any operations affected 
by this order, and likewise shall file, 
and publish in accordance with law, and 
continue in effect until further order, 
tariffs or supplements to filed tariffs, 
setting forth any changes in rates, 


1 Filed as part of the original document. 


charges, operations, rules, regulations, 
and practices of the carrier which may 
be necessary to accord with the pro¬ 
visions of this order and of such plan; 
and forthwith shall apply to such reg¬ 
ulatory body or bodies for special per¬ 
mission for such tariffs or supplements 
to become effective on the shortest 
notice lawfully permissible, but not prior 
to the effective date of this order. 

3. Whenever transportation service is 
performed by one carrier in lieu of serv¬ 
ice by another carrier, by reason of a 
diversion, exchange, pooling, or similar 
act made or performed pursuant to the 
plan for joint action hereby approved, 
the rates, charges, rules, and regulations 
governing such service shall be those that 
would have applied except for such di¬ 
version, exchange, pooling, or other act. 

4. The provisions of this order shall 
not be so construed or applied as to re¬ 
quire any carrier subject hereto to per¬ 
form any service beyond its transporta¬ 
tion capacity, or to authorize or require 
any act or omission which is in violation 
of any law or regulation, or to permit 
an^carrier to alter its legal liability to 
any shipper. In the event that com¬ 
pliance with any term of this order, or 
effectuation of any provision of such 
plan, would conflict with, or would not 
be authorized under, the existing inter¬ 
state or intrastate operating authority 
of any carrier subject hereto, such car¬ 
rier forthwith shall apply to the appro¬ 
priate regulatory body or bodies for the 
granting of such operating authority as 
may be requisite to compliance with the 
terms of this order, and shall prosecute 
such application with all possible dili¬ 
gence. The coordination of operations 
directed by this order shall be subject to 
the carriers’ possessing or obtaining the 
requisite operating authority. 

5. All records of the carriers pertain¬ 
ing to any transportation performed 
pursuant to this order and to the provi¬ 
sions of such plan shall be kept avail¬ 
able for examination and inspection at 
all reasonable times by accredited repre¬ 
sentatives of the Office of Defense Trans¬ 
portation. 

6. Withdrawal of a carrier from par¬ 
ticipation in the plan for joint action 
hereby approved shall not be made with¬ 
out prior approval of the Office of De¬ 
fense Transportation. 

7. The provisions of this order shall be 
binding upon any successor in interest 
to any carrier named in this order. Upon 
a transfer of any operation involved in 
this order, the successor in interest and 
the other carriers named in this order 
forthwith shall notify, in writing, the Of¬ 
fice of Defense Transportation of the 
transfer and, unless and until otherwise 
ordered, the successor in interest shall 
perform the functions of his predeces¬ 
sor in accordance with the provisions of 
this order. 

8. The plan for joint action hereby ap¬ 
proved and all contractual arrangements 
made by the carriers to effectuate the 
plan shall not continue in operation be¬ 
yond the effective period of this order. 

9. Communications concerning this 
order should refer to it by the supple¬ 
mentary order number which appears in 
the caption hereof, and, unless otherwise 
directed, should be addressed to the 
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Highway Transport Department, Office 
of Defense Transportation, Washington 
25. D. C. 

Tills order shall become effective May 
12, 1945, and shall remain in full force 
and effect until the termination of the 
present war shall have been duly pro¬ 
claimed, or until such earlier time as the 
Office of Defense Transportation by fur¬ 
ther order may designate. 

Issued at Washington, D. C., this 8th 
day of May 1945. 

Guy A. Richardson, 

Director , 

Highway Transport Department , 
Office of Defense Transportation. 
Appendix 1 

Consolidated Freightways, Inc., Portland, 

Oreg. 

Agnes Heyser. doing business as Heyser's 
Nickle Plate Line, Portland, Oreg. 

Interstate Freight Lines, Inc., Seattle, 

Wash. 

Arthur W. Lee and George V. Eastes, co¬ 
partners, doing business as Lee & Eastes, Seat¬ 
tle. Wash. 

Pacific Highway Transport, Inc., Tacoma, 

Wash. 

Portland-Seattle Auto Freight, Inc., Seat¬ 
tle, Wash. 

Gustave Robertson, doing business as Rob¬ 
ertson Freight Lines, Portland. Oreg. 

Smart's Auto Freight Co., Inc., Portland, 

Oreg. 

[P. R. Doc. 45-7519; Filed, May 7, 1946; 
3:29 p. m.J 


[Supp. Order ODT 3, Rev. 6921 
Chicago, III., and Indiana 

COORDINATED OPERATIONS OF CERTAIN 
CARRIERS 

Upon consideration of a plan for Joint 
action filed with the Office of Defense 
Transportation by the persons named 
in Appendix 1 hereof to facilitate com¬ 
pliance with the requirements and pur¬ 
poses of General Order ODT 3, Revised, 
as amended (7 F.R. 5445, 6689, 7694; 
8 F.R. 4660, 14582; 9 F.R. 2793, 3264, 
3357, 6778), a copy of which plan is 
attached hereto as Appendix 2, 1 and 

It appearing that the proposed coor¬ 
dination of operations is necessary in 
order to assure maximum utilization of 
the facilities, services, and equipment, 
and to conserve and providently utilize 
vital equipment, materials, and supplies, 
of the carriers, and to provide for the 
prompt and continuous movement of 
necessary traffic, the attainment of 
which purposes is essential to the suc¬ 
cessful prosecution of the war, It is 
hereby ordered , That: 

1. The plan for joint action above re¬ 
ferred to is hereby approved and the 
carriers are directed to put the plan in 
operation forthwith, subject to the fol¬ 
lowing provisions, which shall supersede 
any provisions of such plan that are in 
conflict therewith. 

2. Each of the carriers forthwith shall 
file a copy of this order with the appro¬ 
priate regulatory body or bodies having 
Jurisdiction over any operations affected 
by this order, and likewise shall file, and 


1 Filed as part of the original document. 
No. 92-21 


publish in accordance with law, and 
continue in effect until further order, 
tariffs or. supplements to filed tariffs, 
setting forth any changes in rates, 
charges, operations, rules, regulations, 
and practices of the carrier which may 
be necessary to accord with the provi¬ 
sions of this order and of such plan; and 
forthwith shall apply to such regulatory 
body or bodies for special permission for 
such tariffs or supplements to become 
effective on the shortest notice lawfully 
permissible, but not prior to the effec¬ 
tive date of this order. 

3. Whenever transportation service is 
performed by one carrier in lieu of serv¬ 
ice by another carrier, by reason of a 
diversion, exchange, pooling, or similar 
act made or performed pursuant to the 
plan for joint action hereby approved, 
the rates, charges, rules, and regulations 
governing such service shall be those 
that would have applied except for such 
diversion, exchange, pooling, or other 
act. 

4. The provisions of this order shall 
not be so construed or applied as to re¬ 
quire any carrier subject hereto to per¬ 
form any service beyond its transporta¬ 
tion capacity, or to authorize or require 
any act or omission which is in violation 
of any law or regulation, or to permit any 
carrier to alter its legal liability to any 
shipper. In the event that compliance 
with any term of this order, or effectua¬ 
tion of any provision of such plan, would 
conflict with, or would not be authorized 
under, the existing interstate or intra¬ 
state operating authority of any carrier 
subject hereto, such carrier forthwith 
shall apply to the appropriate regulatory 
body or bodies for the granting of such 
operating authority as may be requisite to 
compliance with the terms of this order, 
and shall prosecute such application with 
all possible diligence. The coordination 
of operations directed by this order shall 
be subject to the carriers* possessing or 
obtaining the requisite operating au¬ 
thority. 

5. All records of the carriers pertain¬ 
ing to any transportation performed 
pursuant to this order and to the provi¬ 
sions of such plan shall be kept available 
for examination and inspection at all 
reasonable times by accredited repre¬ 
sentatives of the Office of Defense Trans¬ 
portation. 

6. Withdrawal of a carrier from par¬ 
ticipation in the plan for joint action 
hereby approved shall not be made with¬ 
out prior approval of the Office of De¬ 
fense Transportation. 

7. The provisions of this order shall be 
binding upon any successor in interest to 
any carrier named in this order. Upon 
a transfer of any operation involved in 
this order, the successor in interest and 
the other carriers named in this order 
forthwith shall notify, in writing, the Of¬ 
fice of Defense Transportation of the 
transfer and, unless and ufttil otherwise 
ordered, the successor in interest shall 
perform the functions of his predecessor 
in accordance with the provisions of this 
order. 

8. The plan for joint action hereby ap¬ 
proved and all contractual arrangements 
made by the carriers to effectuate the 


plan shall not continue in operation be¬ 
yond the effective period of this order. 

9. Communications concerning this 
order should refer to it by the supple¬ 
mentary order number which appears in 
the caption hereof, and, unless otherwise 
directed, should be addressed to the 
Highway Transport Department, Office 
of Defense Transportation, Washington 
25, D. C. 

This order shall become effective May 
12, 1945, and shall remain in full force 
and effect until the termination of the 
present war shall have been duly pro¬ 
claimed, or until such earlier time as the 
Office of Defense Transportation by fur¬ 
ther order may designate. 

Issued at Washington, D. C., this 8th 
day of May 1945. 

Guy A. Richardson, 

Director , 

Highway Transport Department, 
Office of Defense Transportation. 

Appendix 1 

Standard Freight Lines, Inc., Chicago, Ill. 

Mole Cook. Mary G. Cook, Helen M. Cook, 
and Sol O. Cook, copartners, doing business 
as Kain's Motor Service, Logansport, Ind. 

IF. R. Doc. 45-7520; Filed, May 7. 1945; 

3:30 p. m.] 


[Supp. Order ODT 3. Rev. 696J 
Virginia 

COORDINATED OPERATIONS OF CERTAIN 
CARRIERS 

Upon consideration of a plan for joint 
action filed with the Office of Defense 
Transportation by the persons named in 
Appendix 1 hereof to facilitate com¬ 
pliance with the requirements and pur¬ 
poses of General Order ODT 3, Revised, 
as amended (7 F.R. 5445, 6689, 7694; 8 
F.R. 4660, 14582; 9 F.R. 2793, 3264, 3357, 
6778), a copy of which plan is attached 
hereto as Appendix 2, 1 and 

It appearing that the proposed coordi¬ 
nation of operations is necessary in order 
to assure maximum utilization of the fa¬ 
cilities, services, and equipment, and to 
conserve and providently utilize vital 
equipment, materials, and supplies, of 
the carriers, and to provide for the 
prompt and continuous movement of 
necessary traffic, the attainment of 
which purposes is essential to the suc¬ 
cessful prosecution of the war. It is here¬ 
by ordered. That: 

1. The plan for joint action above re¬ 
ferred to is hereby approved and the 
carriers are directed to put the plan in 
operation forthwith, subject to the fol¬ 
lowing provisions, which*shall supersede 
any provisions of such plan that are in 
conflict therewith. 

2. Each of the carriers forthwith shall 
file a copy of this order with the appro¬ 
priate regulatory body or bodies having 
jurisdiction over any operations affected 
by this order, and likewise shall file, and 
publish in accordance with law, and con¬ 
tinue in effect until further order, tariffs 
or supplements to filed tariffs, setting 
forth any changes in rates, charges, 
operations, rules, regulations, and prac¬ 
tices of the carrier which may be neces- 
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sary to accord with the provisions of this 
order and of such plan; and forthwith 
shall apply to such regulatory body or 
bodies for special permission for such 
tariffs or supplements to become effective 
on the shortest notice lawfully permis¬ 
sible, but not prior to the effective date 
of this order. 

3. Whenever transportation service is 
performed by one carrier in lieu of serv¬ 
ice by another carrier, by reason of a 
diversion, exchange, pooling, or similar 
act made or performed pursuant to the 
plan for joint action hereby approved, 
the rates, charges, rules, and regulations 
governing such service shall be those that 
would have applied except for such di¬ 
version, exchange, pooling, or other act. 

4. The provisions of this order shall 
not be so construed or applied as to re¬ 
quire any carrier subject hereto to per¬ 
form any service beyond its transporta¬ 
tion capacity, or to authorize or require 
any act or omission which is in violation 
of any law or regulation, or to permit any 
carrier to alter its legal liability to any 
shipper. In the event that compliance 
with any term of this order, or effectua¬ 
tion of any provision of such plan, would 
conflict with, or would not be authorized 
under, the existing interstate or intra¬ 
state operating authority of any carrier 
subject hereto, such carrier forthwith 
shall apply to the appropriate regula¬ 
tory body or bodies for the granting of 
such operating authority as may be req¬ 
uisite to compliance with the terms of 
this order, and shall prosecute such ap¬ 
plication with all possible diligence. The 
coordination of operations directed by 
this order shall be subject to the car¬ 
riers’ possessing or obtaining the requi¬ 
site operating authority. 

5. All records of the carriers pertain¬ 
ing to any transportation performed 
pursuant to this order and to the pro¬ 
visions of such plan shall be kept avail¬ 
able for examination and inspection at 
all reasonable times by accredited rep¬ 
resentatives of the Office of Defense 
Transportation. 

6. Withdrawal of a carrier from par¬ 
ticipation in the plan for joint action 
hereby approved shall not be made with¬ 
out prior approval of the Office of De¬ 
fense Transportation. 

7. The provisions of this order shall be 
binding upon any successor in interest to 
any carrier named in this order. Upon 
a transfer of any operation involved in 
this order, the successor in interest and 
the other carriers named in this order 
forthwith shall notify, in writing, the Of¬ 
fice of Defense Transportation of the 
transfer and, unless and until otherwise 
ordered, the successor in interest shall 
perform the functions of his predecessor 
in accordance with the provisions of this 
order. 

8. The plan for joint action hereby 
approved and all contractual arrange¬ 
ments made by the carriers to effectuate 
the plan shall not continue in operation 
beyond the effective period of this order. 

9. Communications concerning this or¬ 
der should refer to it by the supplemen¬ 
tary order number which appears in the 
caption hereof, and, unless otherw'ise di¬ 
rected, should be addressed to the High¬ 
way Transport Department, Office of De¬ 


fense Transportation, Washington 25, 
D. C. 

This order shall become effective May 
12, 1945, and shall remain in full force 
and effect until the termination of the 
present war shall have been duly pro¬ 
claimed, or until such earlier time as the 
Office of Defense Transportation by fur¬ 
ther order may designate. 

Issued at Washington, D. C., this 8th 
day of May 1945. 

Guy A. Richardson. 

Director , 

Highway Transport Department , 
Office of Defense Transportation. 

Appendix 1 

Mrs. W. M. Burford, Lynchburg. Va. 

Falwell Fast Freight. Inc., Lynchburg, Va. 

Cornelius Gilbert, doing business as Gil¬ 
bert Storage & Transfer CO., Lynchburg, Va. 

Knight Transfer, Inc., Lynchburg. Va. 

R. H. Mahanes, doing business as R. H. 
Mahanes Trucking Co.. Lynchburg. Va. 

R. B. Noel, doing business as R. B. Noel 
Transfer. Lynchburg. Va. 

W. D. Montgomery, doing business as 
W. D. Montgomery Transfer, Lynchburg. Va. 

O. C. Wiley & Sons, Inc., Lynchburg, Va. 

|F. R. Doc. 45-7521; Flle'd, May 7, 1945; 

3:30 p. m.] 


[Supp. Order ODT 3, Rev. 697J 
Alabama 

COORDINATED OPERATIONS OF CERTAIN 
CARRIERS 

Upon consideration of a plan for joint 
action filed with the Office of Defense 
Transportation by the persons named in 
Appendix 1 hereof to facilitate compli¬ 
ance with the requirements and purposes 
of General Order ODT 3, Revised, as 
amended (7 P.R. 5445. 6689, 7694; 8 F.R, 
4660, 14582; 9 P.R. 2793, 3264, 3357, 6778 >, 
a copy of which plan is attached hereto 
as Appendix 2, 1 and 

It appearing that the proposed co¬ 
ordination of operations is necessary in 
order to assure maximum utilization of 
the facilities, services, and equipment, 
and to conserve and providently utilize 
vital equipment, materials, and supplies, 
of the carriers, and to provide for the 
prompt and continuous movement of 
necessary traffic, the attainment of 
which purposes is essential to the suc¬ 
cessful prosecution of the war. It is here¬ 
by ordered, That: 

1. The plan for joint action above re¬ 
ferred to is hereby approved and the 
carriers are directed to put the plan in 
operation forthwith, subject to the fol¬ 
lowing provisions, which shall supersede 
any provisions of such plan that are in 
conflict therewith. 

2. Each of the carriers forthwith shall 
file a copy of this order with the appro¬ 
priate regulatory body or bodies having 
jurisdiction over any operations affected 
by this ordeK, and likewise shall file, and 
publish in accordance with law, and con¬ 
tinue in effect until further order, tariffs 
or supplements to filed tariffs, setting 
forth any changes in rates, charges, op¬ 
erations, rules, regulations, and practices 
of the carrier which may be necessary to 


1 Filed as part of the original document. 


accord with the provisions of this order 
and of such plan; and forthwith shall ap¬ 
ply to such regulatory body or bodies for 
special permission for such tariffs or 
supplements to become effective on the 
shortest notice lawfully permissible, but 
not prior to the effective date of this or¬ 
der. 

3. Whenever transportation service is 
performed by one carrier in lieu of serv¬ 
ice by another carrier, by reason of a di¬ 
version, exchange, pooling, or similar act 
made or performed pursuant to the plan 
for joint action hereby approved, the 
rates, charges, rules, and regulations gov¬ 
erning such service shall be those that 
would have applied except for such di¬ 
version, exchange, pooling, or other act. 

4. The provisions of this order shall not 
be so construed or applied as to require 
any carrier subject hereto to perform 
any service beyond its transportation 
capacity, or to authorize or require any 
act or omission which is in violation of 
any law or regulation, or to permit any 
carrier to alter its legal liability to any 
shipper. In the event that compliance 
with any term of this order, or effectua¬ 
tion of any provision of such plan, would 
conflict with, or would not be authorized 
under, the existing interstate or intra¬ 
state operating authority of any carrier 
subject hereto, such carrier forthwith 
shall apply to the appropriate regulatory 
body oi bodies for the granting of such 
operating authority a* may be requisite 
to compliance with the terms of this or¬ 
der, and shall prosecute such application 
with all possible diligence. The coordi¬ 
nation of operations directed by this or¬ 
der shall be subject to the carriers’ pos¬ 
sessing or obtaining the requisite operat¬ 
ing authority. 

5. All records of the carriers pertaining 
to any transportation performed pur¬ 
suant to this order and to the provisions 
of such plan shall be kept available for 
examination and inspection at all rea¬ 
sonable times by accredited representa¬ 
tives of the Office of Defense Transpor¬ 
tation. 

6. Withdrawal of a carrier from par¬ 
ticipation in the plan for joint action 
hereby approved shall not be made with¬ 
out prior approval of the Office of De¬ 
fense Transportation. 

7. The provisions of this order shall be 
binding upon any successor in interest to 
any carrier named in this order. Upon 
a transfer of any operation involved in 
this order, the successor in interest and 
the other carriers named in this order 
forthwith shall notify, in writing, the 
Office of Defense Transportation of the 
transfer and, unless and until otherwise 
ordered, the successor in interest shall 
perform the functions of his predecessor 
in accordance with the provisions of this 
order. 

8. The plan for joint action hereby ap¬ 
proved and all contractual arrange¬ 
ments made by the carriers to effectuate 
the plan shall not continue in operation 
beyond the effective period of this order. 

9. Communications concerning this 
order should refer to it by the supple¬ 
mentary order number which appears in 
the caption hereof, and, unless otherwise 
directed, should be addressed to the 
Highway Transport Department, Office 
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of Defense Transportation, Washington 

25. D. C. 

This order shall become effective May 
12. 1945. and shall remain in full force 
and effect until the termination of the 
present war shall have been duly pro¬ 
claimed, or until such earlier time as the 
Office of Defense Transportation by fur¬ 
ther order may designate. 

Issued at Washington, D. C., this 8th 
day of May 1945. 

Guy A. Richardson, 

Director , 

Highway Transport Department . 
Office o/ Defense Transportation . 

Appendix 1 

R K. Sandlin, doing business as R. K. 
Sandlin Truck Line. Clanton, Ala. 

W. K. Traywick, doing business as W. K. 
Tray wick Truck Line, Clanton, Ala. 

[F. R. Doc. 45-7522; Filed, May 7, 1945; 
3:30 p. m.J 


[Supp. Order ODT 3, Rev. 6981 

Chicago, III., and Fort Wayne, Ind. 

COORDINATED OPERATIONS OF CERTAIN 
CARRIERS 

Upon consideration of a plan for joint 
action filed with the Office of Defense 
Transportation by the persons named in 
Appendix 1 hereof to facilitate compli¬ 
ance with the requirements and purposes 
of General Order ODT 3, Revised, as 
amended (7 FJt. 5445, 6689, 7694; 8 F.R. 
4660,14582; 9 F.R. 2793, 3264, 3357, 6778). 
a copy of which plan is attached hereto 
as Appendix 2,’ and 

It appearing that the proposed coor¬ 
dination of operations is necessary in or¬ 
der to assure maximum utilization of the 
facilities, services, and equipment, and 
to conserve and providently utilize vital 
equipment, materials, and supplies, of the 
carriers, and to provide for the prompt 
and continuous movement of necessary 
traffic, the attainment of which purposes 
is essential to the successful prosecution 
of the war, It is hereby ordered. That: 

1. The plan for joint action above re¬ 
ferred to is hereby approved and theoar- 
riers are directed to put the plan in oper¬ 
ation forthwith, subject to the following 
provisions, which shall supersede any 
provisions of such plan that are in con¬ 
flict therewith. 

2. Each of the carriers forthwith shall 
file a copy of this order with the appro¬ 
priate regulatory body or bodies having 
Jurisdiction over any operations af- 

* fected by this order, and likewise shall 
file, and publish in accordance with law, 
and continue in effect until further or¬ 
der, tariffs or supplements to filed tar¬ 
iffs, setting forth any changes in rates, 
charges, operatioas, rules, regulations, 
and practices of the carrier which may be 
necessary to accord with the provisions 
of this order and of such plan; and 
forthwith shall apply to such regulatory 
body or bodies for special permission for 
such tariffs or supplements to become 
effective on the shortest notice lawfully 
permissible, but not prior to the effec¬ 
tive date of this order. 


1 Filed as part of the original document. 


3. Whenever transportation service is 
performed by one carrier in lieu of serv¬ 
ice by another carrier, by reason of a 
diversion, exchange, pooling, or similar 
act made or performed pursuant to the 
plan for joint action hereby approved, 
the rates, charges, rules, and regulations 
governing such service shall be those 
that would have applied except for such 
diversion, exchange, pooling, or other 
act. 

4. The provisions of this order shall 
not be so construed or applied as to re¬ 
quire any carrier subject hereto to per¬ 
form any sendee beyond its transporta¬ 
tion capacity, or to authorize or require 
any act or omission which is in violation 
of any law or regulation, or to permit 
any carrier to alter its legal liability to 
any shipper. In the event that compli¬ 
ance with any term of this order, or ef¬ 
fectuation of any provision of such plan, 
wrould conflict with, or would not be au¬ 
thorized under, the existing interstate or 
intrastate operating authority of any 
carrier subject hereto, such earner forth¬ 
with shall apply to the appropriate regu¬ 
latory body or bodies for the granting of 
such operating authority as may be 
requisite to compliance with the terms 
of this order, and shall prosecute such 
application with all possible diligence. 
The coordination of operations directed 
by this order shall be subject to the car¬ 
riers’ possessing or obtaining the requi¬ 
site operating authority. 

5. All records of the carriers pertain¬ 
ing to any transportation performed pur¬ 
suant to this order and to the provisions 
of such plan shall be kept available for 
examination and inspection at all rea¬ 
sonable times by accredited representa¬ 
tives of the Office of Defense Transpor¬ 
tation. 

6. Withdrawal of a carrier from par¬ 
ticipation in the plan for joint action 
hereby approved shall not be made with¬ 
out prior approval of the Office of De¬ 
fense Transportation. 

7. The provisions of this order shall be 
binding upon any successor in interest 
to any carrier named in this order. Upon 
a transfer of any operation involved in 
this order, the successor in interest and 
the other carriers named in this order 
forthwith shall notify, in writing, the 
Office of Defense Transportation of the 
transfer and, unless and until .otherwise 
ordered, the successor in interest shall 
perform the functions of his predecessor 
in accordance with the provisions of this 
order. 

8. The plan for joint action hereby ap¬ 
proved and all contractual arrangements 
made by the carriers to effectuate the 
plan shall not continue in operation be¬ 
yond the effective period of this order. 

9. Communications concerning this 
order should refer to it by the supple¬ 
mentary order number which appears in 
the caption hereof, and, unless otherwise 
directed, should be addressed to the 
Highway Transport Department, Office 
of Defense Transportation. Washington 
25, D. C. 

This order shall become effective May 
12, 1945, and shall remain in full force 
and effect until the termination of the 
present war shall have been duly pro¬ 
claimed. or until such earlier time as the 


Office of Defense Transportation by fur¬ 
ther order may designate. 

Issued at Washington. D. C.. this 8th 
day of May 1945, 

Guy A. Richardson. 

Director , 

Highway Transport Department , 
Office of Defense Transportation. 

Appendix 1 

Moie Cook. Mary G. Cook. Helen M. Cook, 
and Sol O. Cook, copartners, doing business 
as Kaln’s Motor Service. Logansport, Ind. 

Michigan Motor Freight Lines, Inc.. Detroit, 
Mich. 

[F. R. Doc. 45-7523; Filed, May 7. 1945; 
3:31 p. m.J 


| Supp. Order ODT 3. Rev. 6991 

Chicago, III., and Logansport, Ind. 

COORDINATED OPERATIONS OF CERTAIN 
CARRIERS 

Upon consideration of a plan for joint 
action filed with the Office of Defense 
Transportation by the persons named in 
Appendix 1 hereof to facilitate compli¬ 
ance with the requirements and purposes 
of General Order ODT 3, Revised, as 
amended (7 F.R. 5445, 6689. 7694; 8 F.R. 
4660,14582; 9 F.R.2793, 3264, 3357, 6778). 
a copy of which plan is attached hereto 
as Appendix 2.' and 

It appearing that the proposed coordi¬ 
nation of operations is necessary in order 
to assure maximum utilization of the 
facilities, services, and equipment, and to 
conserve and providently utilize vital 
equipment, materials, and supplies, of 
the carriers, and to provide for the 
prompt and continuous movement of 
necessary traffic, the attainment of 
which purposes is essential to the suc¬ 
cessful prosecution of the war. It is 
hereby ordered , That: 

1. The plan for joint action above re¬ 
ferred to is hereby approved and the 
carriers are directed to put the plan in 
operation forthwith, subject to the fol¬ 
lowing provisions, which shall supersede 
any provisions of such plan that are in 
conflict therewith. 

2. Each of the carriers forthwith 
shall file a copy of this order with the 
appropriate regulatory body or bodies 
having jurisdiction over any operations 
affected by this order, and likewise shall 
file, and publish in accordance with law', 
and continue in effect until further order, 
tariffs or supplements to filed tariffs, 
setting forth any changes in rates, 
charges, operations, rules, regulations, 
and practices of the carrier which may 
be necessary to accord with the pro¬ 
visions of this order and of such plan; 
and forthwith shall apply to such regu¬ 
latory body or bodies for special per¬ 
mission for such tariffs or supplements 
to become effective on the shortest notice 
lawfully permissible, but not prior to the 
effective date of this order. 

3. Whenever transportation service is 
performed by one carrier in lieu of serv¬ 
ice by another carrier, by reason of a 
diversion, exchange, pooling, or similar 
act made or performed pursuant to the 
plan for joint action hereby approved, 
the rates, charges, rules, and regulations 
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governing such service shall be those 
that would have applied except for such 
diversion, exchange, pooling, or other 
act. 

4. The provisions of this order shall 
not be so construed or applied as to re¬ 
quire any carrier subject hereto to per¬ 
form any service beyond Its transporta¬ 
tion capacity, or to authorize or require 
any act or omission which is in violation 
of any law or regulation, or to permit any 
carrier to alter its legal liability to any 
shipper. In the event that compliance 
with any term of this order, or effectua¬ 
tion of any provision of such plan, would 
conflict with, or would not be authorized 
under, the existing interstate or intra¬ 
state operating authority of any carrier 
subject hereto, such carrier forthwith 
shall apply to the appropriate regulatory 
body or bodies for the granting of such 
operating authority as may be requisite 
to compliance with the terms of this 
order, and shall prosecute such applica¬ 
tion with all possible diligence. The co¬ 
ordination of operations directed by this 
order shall be subject to the carriers' 
possessing or obtaining the requisite 
operating authority. 

5. All records of the carriers pertain¬ 
ing to any transportation performed pur¬ 
suant to this order and to the provisions 
of such plan shall be kept available for 
examination and inspection at ail reason¬ 
able times by accredited representatives 
of the Office of Defense Transportation. 

6. Withdrawal of a carrier from par¬ 
ticipation in the plan for joint action 
hereby approved shall not be made with¬ 
out prior approval of the Office of De¬ 
fense Transportation. 

7. The provisions of this order shall 
be binding upon any successor in inter¬ 
est to any carrier named in this order. 
Upon a transfer of any operation in¬ 
volved in this order, the successor in in¬ 
terest and the other carriers named in 
this order forthwith shall notify, in writ¬ 
ing, the Office of Defense Transportation 
of the transfer and, unless and until 
otherwise ordered, the successor in in¬ 
terest shall perform the functions of his 
predecessor in accordance with the pro¬ 
visions of this order. 

8. The plan for joint action hereby ap¬ 
proved and all contractual arrangements 
made by the carriers to effectuate the 
plan shall not continue in operation be¬ 
yond the effective period of this order. 

9. Communications concerning this 
order should refer to it by the supple¬ 
mentary order number which appears in 
the caption hereof, and, unless otherwise 
directed, should be addressed to the 
Highway Transport Department, Office 
of Defense Transportation, Washington 
25. D. C. 

This order shall become effective May 
12. 1945, and shall remain in full force 
and effect until the termination of the 
present war shall have been duly pro¬ 
claimed, or until such earlier time as the 
Office of Defense Transportation by fur¬ 
ther order may designate. 

Issued at Washington, D. C., this 8th 
day of May 1945. 

Guy A. Richardson. 

Director, 

Highway Transport Department, 

Office of Defense Transportation . 


Appendix 1 

Motor Express Inc., of Indiana, In¬ 
dianapolis, Ind. 

Mole Cook, Mary G. Cook, Helen M. Cook, 
and Sol. O. Cook, copartners, doing business 
as Kaln’s Motor Service. Logansport, Ind. 

IP. R. Doc. 45-7524; Piled, May 7, 1946; 
3:31 p. m.J 


OFFICE OF PRICE ADMINISTRATION. 

IMPR 188, Order 3762] 

Monroe Casket Co. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Reg¬ 
ister, and pursuant to § 1499.158 of Max¬ 
imum Price Regulation No. 188; It is 
ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by Monroe Casket 
Company. 244 St. Paul Street, Rochester 
4, New York. 

(1) For all sales and deliveries tt> the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 



Num¬ 

Maximum prices for 
sales by all persons 

Article 

ber 

To 

whole¬ 

salers 

To re¬ 
tailers 

To con¬ 
sumers 

Cigarette roller. 

*1” 

Dozen 

$1.89 

Dozen 

$2.52 

Each 

$0.35 



These maximum prices are for the 
articles described in the manufacturer’s 
application dated March 21, 1945. 

(2) For sales by the manufacturer, 
the maximum prices apply to all sales 
and deliveries since Maximum Price Reg¬ 
ulation No. 188 became applicable to 
those sales and deliveries. For sales to 
persons other than consumers they are 
f. o. b. factory, 2% for 10 days, net 30. 
The maximum price to consumers is net, 
delivered. 

(3) For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after 
the effective date of this order. Those 
prices are subject to each seller's cus¬ 
tomary terms and conditions of sale on 
sales of similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton, D. C„ under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establishment 
of maximum prices for those sales, and 
no sales or deliveries may be made until 
maximum prices have been authorized 
by the Office of Price Administratioa 

(b) The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers is 
established by this order. That tag or 
label shall contain the following state¬ 
ment; 

OPA Retail Ceiling Price—$0.35 Each 
Do Not Detach 


(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

IP. R. Doc. 45-7508; Filed, May 7, 1945; 

11:40 a. m.J 


fMPR 188, Order 3763 J 
Freeman Furniture . Factories, Inc. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188; It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by the Freeman 
Furniture Factories. Inc., American Fur- 
“niture Mart, 666 Lake Shore Drive, Chi¬ 
cago, Ill. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 


Article 

Model 

Maximum 
prices for 
sales by the 
manufac¬ 
turer to— 

Maximum 
prices for 
sales by 
sellers other 
than the 
manufac¬ 
turer to— 



Job¬ 

ber 

Re- 
tailer 

Re¬ 

tailer 

Con¬ 

sumer 

Clothes hamper 

6-24 

Each 
$2. 75 

Each 
$3. 13 

Each 
$3. 43 

Each 

$5.70 



These maximum prices are for the 
articles described in the manufacturer’s 
application dated March 16, 1945. 

(2 > For sales by the manufacturer, the 
maximum prices apply to all sales and 
deliveries since Maximum Price Regula¬ 
tion No. 188 became applicable to those 
sales and deliveries. These prices are 
f. o. b. factory and subject to a cash 
discount of 2% for payment within 10 
days, net 30 days. 

(3) For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller's customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton, D. C., under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establish¬ 
ment of maximum prices for those sales, 
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and no sales or deliveries may be made 
until maximum prices have been author¬ 
ized by* the Office of Price Administra¬ 
tion. 

(b) The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers is 
established by this order. That tag or 
label shall contain the following state¬ 
ment: 

OPA Retail Ceiling Price—$5.70 each 
Do Not Detach 

(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

|P. R. Doc. 45-7509; Filed. May 7, 1945; 

11:45 a. ra.J 


(MPR 188. Order 37641 
Beverly Door and Window Co. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
Issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188; It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by the Beverly 
Door and Window Company, 324 Ran- 
toul Street, Beverly, Mass. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 


Article 

Model 

Maximum 
prices for 
sales by the 
manufac¬ 
turer to— 

Maximum 
prices for 
sales by 
sellers other 
than the 
manufac¬ 
turer to— 



Job¬ 

ber 

Re- 

taller 

Re¬ 

tailer 

Con¬ 

sumer 

Clothes dryer_.... 


1 ) 02(71 
$13. GO 

Dozen 

$17.00 

Dozen 
$17.00 

Each 

$2.05 



These maximum prices are for the ar¬ 
ticles described in the manufacturer's 
application dated February 23, 1945. 

(2) For sales by the manufacturer, the 
maximum prices apply to all sales and 
deliveries since Maximum Price Regula¬ 
tion No. 188 became applicable to those 
sales and deliveries. These prices are 
f. o. b. factory and are subject to a cash 
discount of 2% for payment within 10 
days, net 30 days. 

(3) For sales by persons other than tl^g 
manufacturer, the maximum prices ap¬ 
ply to all sales and deliveries after the 
effective date of this order. Those prices 


are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Wash¬ 
ington. D. C., under the Fourth Pricing 
MethocL § 1499.158 of Maximum Price 
Regulation No. 188, for the establishment 
of maximum prices for those sales, and 
no sales or deliveries may be made until 
maximum prices have been authorized 
by the Office of Price Administration. 

(b) The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers 
is established by this order. That tag or 
label shall contain the following state¬ 
ment: 

OPA Retail Ceiling Price—$2.05 each 
Do Not Detach 

(c) At the time of, or prior to, the 
first invoice to each purchaser for resale, 
the seller shall notify the purchaser in 
writing of the maximum prices and con¬ 
ditions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Admviistrator. 

[F. R. Doc. 45-7510; Filed, May 7, 1945; 

11:45 a. m.J 


|MPR 260, Amdt. 1 to Order 735] 
Master Cigar Co. 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
accompanying this amendment, and pur¬ 
suant to $ 1358.102 (b) of Maximum Price 
Regulation No. 260; It is ordered „ That: 

The maximum prices for “Great Mas¬ 
ter Senator”, “Great Master Excellenta”, 
“Dona Vega Brevas”, “Viola Brevas”, 
“Forum Brevas” and “Flo Irwin Brevas” 
set forth in Paragraph (a) of Order No. 
735, under Maximum Price Regulation 
No. 260, are amended to read as follows: 


Brand 

Size or front- 
mark 

Pack¬ 

ing 

Maxi¬ 

mum 

list 

price 

Maxi¬ 

mum 

retail 

price 

Great Master.... 

Senator. 

50 

Per M 
$101.25 

CYrt/# 

2 for 27 


Excellenta..^.. 

50 

04.00 

8 

Dona Vega__ 

Brevas. 

50 

64. 00 

8 

Viola. 

.do. 

50 

64.00 

8 

Forum____ 

_do_ 

50 

64. (JO 

8 

Flo Irwin. 


50 

04.00 

8 


This amendment shall become effec¬ 
tive May 8, 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

IF. R. Doc. 45-7504; Filed, May 7. 1945; 
11:44 a. m.] 


[MPR 260, Order 8781 
Seminole Cigar Sales Co. 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
accompanying this order, and pursuant 
to § 1358.102a of Maximum Price Regu¬ 
lation No. 260, as amended; dt is ordered, 
That: 

(a) Seminole Cigar Sales Co., 2008 
14th St.. Tampa 5, Fla. (hereinafter 
called “importer”) and wholesalers and 
retailers may sell, offer to sell or deliver 
and any person may buy, offer to buy or 
receive each brand, frontmark and pack¬ 
ing of the following imported cigars at 
the appropriate maximum list price and 
maximum retail price set forth below: 


Brand 

Frontmark 

Pack¬ 

ing 

Maxi¬ 

mum 

list 

price 

Maxi¬ 

mum 

retail 

price 

La Flor de Li3. 

Coronas.«... 

25 

Per \t 
$250.00 

212.00 

f 3 for 

Cremas. 

25 

\ $1.00 
. 28 


Londres.. 

25 

145.00 

/ 3 for 


Conchas. 

50 

145.00 

\ . 55 

/ 3 for 
l .55 
. 15 
.42 

Oliver. 

Prcdilectos. 

Corona. 

50 

25 

120.00 

310.00 


Petit Cetros. 

Comandos. 

Conchas. 

25 

25 

25 

203.50 
195.00 
165.00 

.28 

.25 

.22 


Mcdias Coronas 
Exquisites. 

25 

25 

195. 75 
203. 50 

.28 

.28 




(b) The importer and wholesalers shall 
grant, with respect to their sales of each 
brand and frontmark of imported cigars 
for which maximum prices are estab¬ 
lished by this order, the discounts they 
customarily granted during March 1942 
on their sales of imported cigars of the 
same price class to purchasers of the same 
class, unless a change therein results in 
a lower price. Packing differentials 
changed by the importer or a wholesaler 
during March 1942 on sales of imported 
cigars o£ the same price class to pur¬ 
chasers of the same class may be charged 
on corresponding sales of each brand and 
frontmark of cigars priced by this order, 
but shall not be increased. Packing dif¬ 
ferentials allowed by the importer or a 
wholesaler during March 1942 on sales 
of imported cigars of the same price class 
to purchasers of the same class shall be 
allowed on corresponding sales of each 
brand and frontmark of cigars priced by 
this order and shall not be reduced. If 
a brand or frontmark of imported cigars 
for which maximum prices are established 
by this order is of a price class not 
sold by the importer or the particular 
wholesaler during March 1942, he shall, 
with respect to his sales thereof, grant 
the discounts and may charge and shall 
allow the packing differentials custom¬ 
arily granted, charged or allowed (as 
the case may be) during March 1942 by 
his most closely competitive seller of the 
same class on sales of imported cigars of 
the same price class to purchasers of the 
same class. 

(c) On or before the first delivery to 
any purchaser of each brand and front- 
mark of imported cigars for which maxi¬ 
mum prices are established by this order, 
the importer and every other seller (ex¬ 
cept a retailer) shall notify the purchaser 
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of the maximum list price and the maxi¬ 
mum retail price established by this order 
for such brand and frontmark of im¬ 
ported cigars. The notice shall conform 
to and be given in the manner prescribed 
by § 1358.113 of Maximum Price Regu¬ 
lation No. 260. as amended. 

(d) Unless the context otherwise re¬ 
quires, the provisions of Maximum Price 
Regulation No. 260, as amended, shall 
apply to sales for which maximum prices 
are established by this order. 

(e) This order may be revoked or 
amended by the Price Administrator at 
any time. 

This order shall become effective May 
8, 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

IF. R. Doc. 45-7505: Filed, May 7, 1945; 

11:45 a. m.j 


| MPR 280, Order 8791 
Angela Toth 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opin¬ 
ion accompanying tills order, and pur¬ 
suant to § 1358.102 (b) of Maximum 
Price Regulation No. 260; It is ordered. 
That: 

(a) Angela Toth, 3271 W. 125, Cleve¬ 
land 11, Ohio (hereinafter called “man¬ 
ufacturer") and wholesalers and retail¬ 
ers may sell, offer to sell or deliver and 
any person may buy, offer to buy or re¬ 
ceive each brand and size or frontmark, 
and packing of the following domestic 
cigars at the appropriate maximum list 
price and maximum retail price set forth 
below: 


Brand 

Site or front- 
mark 

Pack¬ 

ing 

Maxi¬ 

mum 

4ist 

price 

Maxi¬ 

mum 

retail 

price 

Appreciation Do 
Luxe. 

60. 

60 

Pit M 
$72 
50 

Cents 

V 

Appreciation. 

50. 

50 

7 


(b) The manufacturer and whole¬ 
salers shall grant, with respect to their 
sales of each brand and size or front- 
mark of domestic cigars for which max¬ 
imum prices are established by this or¬ 
der, the discounts they customarily 
granted in March 1942 on their sales of 
domestic cigars of the same price class 
to purchasers of the same class, unless a 
change therein results in a lower price. 
Packing differentials charged by the 
manufacturer or a wholesaler in March 
1942 on sales of domestic cigars of the 
same price class to purchasers of the 
same class may be charged on corre¬ 
sponding sales of each brand and size or 
frontmark of cigars priced by this order, 
but shall not be increased. Packing dif¬ 
ferentials allowed by the manufacturer 
or a wholesaler in March 1942 on sales 
of domestic cigars of the same price class 
to purchasers of the same class shall be 
allowed on corresponding sales of each 
brand and size or frontmark of cigars 
priced by this order and shall not be re¬ 
duced. If a brand and size or front- 


mark of domestic cigars for which max¬ 
imum prices are established by this or¬ 
der is of a price class not sold by the 
manufacturer or the particular whole¬ 
saler in March 1942, he shall, with re¬ 
spect to his sales thereof, grant the dis¬ 
counts and may charge and shall allow 
the pacing differentials customarily 
granted, charged or allowed (as the case 
may be) in March 1942 by h*s most 
closely competitive seller of the same 
class on sales of domestic cigars of the 
same March 1942 price class to pur¬ 
chasers of the same class. 

(c) On or before the first delivery to 
any purchaser of each brand and size or 
frontmark of domestic cigars for which 
maximum prices are established by this 
order, the manufacturer and every other 
seller (except a retailer) shall notify the 
purchaser of the maximum list price and 
the maximum retail price established by 
this order for such brand and size or 
frontmark of domestic cigars. The no¬ 
tice shall conform to and be given in the 
manner prescribed by § 1358.113 of Maxi¬ 
mum Price Regulation No. 260. 

(d) Unless the context otherwise re¬ 
quires, appropriate provisions of Maxi¬ 
mum Price Regulation No. 260, shall ap¬ 
ply to sales for which maximum prices 
are established by this order. 

(e) This order may be revoked or 
amended by the Price Administrator at 
any time. 

This order shall become effective May 
8, 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

[F. R. Doc. 45-7506; Filed, May 7, 1945; 

11:44 a. m.j 


| MPR 260, Order 8801 
J. Gonzalez & Co. 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
accompanying this order, and pursuant 
to § 1358.102 (b) of Maximum Price Reg¬ 
ulation No. 260; It is ordered. That: 

(a) J. Gonzalez & Company, 3000 18th 
Street, Tampa 5, Fla. (hereinafter called 
"manufacturer") and wholesalers and 
retailers may sell, offer to sell or deliver 
and any person may buy, offer to buy or 
receive each brand and size or frontmark, 
and packing of the following domestic 
cigars at the appropriate maximum list 
price and maximum retail price set forth 
below: 


Brand 

Sire or front- 
mark 

Pack¬ 

ing 

Maxi¬ 

mum 

list 

price 

Maxi¬ 

mum 

retail 

price 

Condor. 

Gems. 

60 

Pn M 
$64. OO 
03.75 

Cent* 

8 


Cabos. 

50 

2 for 25 


Londres Cor- 

50 

101.25 

2 for 27 


rientes. 

Victory. 

50 

123.00 

1C 


(b) The manufacturer and whole¬ 
salers shall grgnt, with respect to their 
sales of each brand and size or front- 
mark of domestic cigars for which max¬ 
imum prices are established by this or¬ 


der. the discounts they customarily 
granted in March 1942 on their sales of 
domestic cigars of the same price class 
to purchasers of the same class, unless 
a change therein results in a lower price. 
Packing differentials charged by the 
manufacturer or a wholesaler in March 
1942 on sales of domestic cigars of the 
same price class to purchasers of the 
same class may be charged on corre¬ 
sponding sales of each brand and size or 
frontmark of cigars priced by this or¬ 
der, but shall not be increased. Pack¬ 
ing differentials allowed by the manu¬ 
facturer or a wholesaler in March 1942 
on sales of domestic cigars of the same 
price class to purchasers of the same 
class shall be allowed on corresponding 
sales of each brand and size or front- 
mark of cigars priced by this order and 
shall not be reduced. If a brand and 
size or frontmark of domestic cigars for 
which maximum prices are established 
by this order is of a price class not sold 
by the manufacturer or the particular 
wholesaler in March 1942, he shall, with 
respect to his sales thereof, grant the 
discounts and may charge and shall al¬ 
low the packing differentials custom¬ 
arily granted, charged or allowed (as the 
case may be) in March 1942 by his most 
closely competitive seller of the same 
class on sales of domestic cigars of the 
same March 1942 price class to pur¬ 
chasers of the same class. 

(c) On or before the first delivery to 
any purchaser of each brand and size or 
frontmark of domestic cigars for which 
maximum prices are established by this 
order, the manufacturer and every other 
seller (except a retailer) shall notify the 
purchaser of the maximum list price and 
the maximum retail price established by 
this order for such brand and size or 
frontmark of domestic cigars. The no¬ 
tice shall conform to and be given in the 
manner prescribed by § 1358.113 of Max¬ 
imum Price Regulation No. 260. 

(d) Unless the context otherwise re¬ 
quires. appropriate provisions of Maxi¬ 
mum Price Regulation No. 260, shall ap¬ 
ply to sales for which maximum prices 
are established by this order. 

(e) This order may be revoked or 
amended by the Price Administrator at 
any time. 

This order shall become effective May 
8, 1945. 

Issued this 7th day of May 1945. 

Chester Bowles. 

Administrator. 

IF. R. Doc. 45-7507; Filed, May 7, 1945; 

11:44 a. m.j 


[MPR 64, Order 176J 

The Coleman Lamp and Stove Co. 
adjustment of maximum prices 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register 
and pursuant to section 7 (c) of Maxi¬ 
mum Price Regulation No. 64, It is or¬ 
dered: 

(a) This order establishes maximum 
prices for sales by The Coleman Lamp 
and Stove Company, Wichita, Kansas, to 
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wholesale distributors of the seven mod¬ 
els of military burners listed below which 
it manufactures. The maximum prices 
for such sales are those set forth below: 

Maximum price for sales 
Article: to wholesale distributors (Each) 

Military turner— 


NO. 

521.. 

..$5.06 

No. 

522. 

... 7.78 

No. 

523__ 

..— 8.20 

No. 

524. 

_ 17.42 

No. 

525... 

..12.32 

No. 

526.— 

_ 4.37 

No. 

527__ 

_ 4.21 


These maximum prices are subject to 
the sellers customary terms, allowances, 
discounts, and other price differentials 
in effect on sales of similar articles. 

(b) At the time of or prior to the first 
invoice to each purchaser for resale after 
the effective date of this order The Cole¬ 
man Lamp and Stove Company shall 
notify the purchaser in writing of the 
maximum prices and conditions estab¬ 
lished by this order. This notice may 
be given in any convenient form. 

(c) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(d) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

|F. R. Doc. 45-7529; Filed, May 7, 1945; 

4:48 p. m.j 


[MPR188, Order 37571 
Robert W. Snodgrass 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188; It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by Robert W. 
Snodgrass, 655 Maple Street, Mt. Morris, 
Mich. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 



Num¬ 

ber 

Maximum prices for sales 
by all persons 

Article 

To 

whole¬ 

salers 

To re¬ 
tailers 

To con¬ 
sumers 

Cigarette roller. 

“1” 

Dozen 
$2.43 

Dozen 
$3.24 

Each 

$0.45 




These maximum prices are for the ar¬ 
ticles described in the manufacturer’s ap¬ 
plication dated March 15, 1945. 

<2) For sales by the manufacturer, 
the maximum prices apply to all sales 
and deliveries since Maximum Price 
Regulation No. 188 became applicable to 
those sales and deliveries. For sales to 
persons other than consumers they are 
f. o. b. factory, 2% 10 days, net 30. The 
maximum price to consumers is net, de¬ 
livered. 


(3) For sale-j by persons other than 
the manufactuiei, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton, D. C., under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establish¬ 
ment of maximum prices for those sales, 
and no sales or deliveries may be made 
until maximum prices have been author¬ 
ized by the Office of Price Administra¬ 
tion. 

(b> The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers is 
established by this order. That tag or 
label shall contain the following state¬ 
ment: 

OPA Retail Ceiling Price. $0.45 Each 
No not detach 

(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May, 1945. 

Issued this 7 th day of May 1945. 

Chester Bowles, 
Administrator . 

[F. R. Doc. 45-7530; Filed, May 7. 1945; 

4:48 p. m.J 


|MPR 188, Order 3758) 

National Metal Specialties & Manufac¬ 
turing Co. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188, It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by the National 
Metal Specialties & Manufacturing Com¬ 
pany, 121 Fulton Street, New York, N. Y. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 

Article—Model No. IB Single-Heat, Two- 
Burner Electric Hot Plate 


Maximum prices for sales by manufac¬ 
turer to— Each 

Wholesaler_$2. 70 

Retailer (in units of 6 or more)_ 3.30 

Retailer (in units of less than 6)_ 3. 55 

Maximum prices for sales by sellers 
other than manufacturer to— 

Retailer (in units of 6 or more)_ 3.30 

Retailer ( in units of less than 6) —- 3.55 
User. 5.35 


These maximum prices are for the ar¬ 
ticles described in the manufacturer’s 
application dated January 20,1945. 

(2) For sales by t' t manufacturer, the 
maximum prices apply to all sales and 
deliveries since Maximum Price Regu¬ 
lation No. 188 became applicable to those 
sales and deliveries. These prices are 
f. o. b. factory and are subject to a cash 
discount of 2% for payment within 10 
days, net 30 days. They include the 
Federal Excise Tax. 

(3) For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton. D. C., under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establishment 
of maximum prices for those sales, and 
no sales or deliveries may be made until 
maximum prices have been authorized 
by the Office of Price Administration. 

(b) The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers is 
established by this order. That tag or 
label shall contain the following state¬ 
ment: 

National Metal Specialties & Manufactur¬ 
ing Co.. 121 Fulton Street. New York, N. Y., 
Model No. IB 

OPA Retail Celling Price—$5.35 
Do Not Detach 

This price Includes the Federal Excise Tax. 

(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator . 

(F. R. Doc. 45-7531; Filed, May 7, 1945; 

4:49 p. m.j 


IMPR 188. Order 3759] 

Mefco Manufacturing Co. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
/ issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188, It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by the Mefco 
Manufacturing Company, of 1505 Gar¬ 
dena Avenue, Glendale, California. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 
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Maxim t m Prices roR Sales of Open End Hatchet Wrench is 



#180-30 

#180-28 

#180-26 

#18024 

#180-22 

#180-20 

By manufacturer 

Each 

Each 

Each 

Each 

Each 

Each 

Dlslributors...--. 

$0.77 

$6.55 

$6.33 

$6. 11 

$5. 851 

$5. 67 

Wholesalers (Jobbers).. 

8.40 

8.18 

7.92 

7.64 

7.37 

7.10 

Industrials ........___ 

10.15 

9.82 

9.50 

9.17 

8.84 

8.52 

Mechanics, dealers and journeyman plumbers.. 

11.28 

10.91 

10.56 

10.19 

•V. 82 

9.47 

By sellers other than manufacturer to— 

Wholesalers (Jobbers)...— 

8.46 

8.18 

7.92 

7. 64 

7.37 

7. 10 

Industrials___...__-.— 

!0.15 

9.82 

9.60 

9.17 

8. 84 

8. 52 

Mechanics, dealers and journeyman plumbers.. 

11.28 

10.91 

10.56 

10.19 

9.82 

9.47 

Consumers other than mechanics and Journey- 
man plumbers...-.— 

20.50 

19.84 

19.19 

18.53 

17.85 

17.21 


These maximum prices are for the 
articles described in the manufacturer’s 
application dated February 15, 1945. 

(2) For sales by the manufacturer, 
the maximum prices apply to all sales 
and deliveries since Maximum Price 
Regulation No. 188 became applicable to 
those sales and deliveries. These prices 
are f. o. b. factory with freight allowed 
on shipments of 100 pounds or over, and 
subject to a cash discount of 2% for pay¬ 
ment within 10 days, net 30 days. 

(3) For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration. Washing¬ 
ton. D. C.. under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establish¬ 
ment of maximum prices for those sales, 
and no sales or deliveries may be made 
until maximum prices have been author¬ 
ized by the Office of Price Administra¬ 
tion. 

(b) The manufacturer shall attach a 
tag or label to every article for which 
a maximum price for sales to consumers 
is established by this order. That tag 
or label shall contain the following state¬ 
ment : 

OPA Retail Ceiling Price.—$- 

Do Not Remove or Obliterate 

(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shaU become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

[F. R. Doc. 45-7532; Filed. May 7, 1945; 

4:49 p. m.J 


[MPR 188, Order 37601 
Hendricks Lumber Co. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opin¬ 
ion issued simultaneously herewith and 


filed with the Division of the Federal 
Register, and pursuant to § 1499.158 of 
Maximum Price Regulation No. 188; It is 
ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by the Hendricks 
Lumber Company, Railroad Street, Kim¬ 
berly, Wis. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 


Article 

No. 

Maximum prices 
for sales by all per¬ 
sons to— 

Whole¬ 

salers 

Retail¬ 

ors 

c % 

«l 

Cigarette roller.... 

“2**_ 

Daitn 

$1.89 

Dozen 
$2.52 

Each 
$0.35 


These maximum prices are for the ar¬ 
ticles described in the manufacturer’s ap¬ 
plication dated March 21,1945. 

(2) For sales by the manufacturer, the 
maximum prices apply to all sales and 
deliveries since Maximum Price Regula¬ 
tion No. 188 became applicable to those 
sales and deliveries. For sales to per¬ 
sons other than consumers they are 
f. o. b. factory, 2% 10 days, net 30. The 
maximum price to consumers is net, 
delivered. 

(3) For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton, D. C„ under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establish¬ 
ment of maximum prices for those sales, 
and no sales or deliveries may be made 
until maximum prices have been author¬ 
ized by the Office of Price Administration. 

(b) The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers is 
established by this order. That tag or 
label shall contain the following state¬ 
ment: 

OPA Retail Ceiling Price—$0.35 Each 
Do Not Detach 

(c) At the time of, or prior to. the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 


ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

(F. R. Doc. 45-7533; Filed, May 7, 1945; 

4:49 p. m.J 


[MPR 188, Order 3761] 

E. M. Harrington 

APPROVAL O” MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188; It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by E. M. Harring¬ 
ton, of 5158 Santa Monica Boulevard, Los 
Angeles 27, Calif. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 


Article 

Model No. 

Maximum prices for 
sales by— 

Manufac¬ 
turer to— 

Sellers other 
than manu¬ 
facturer 

E 

11 

if 

Retailers 

E 

j. 

1 

B 

PS 

E 

B 

B 

1 

o 

Aluminum plasterer's 
hawk -- ... 

15M 

Each 

$1.39 

Each 

$1.85 

Each 

$1.85 

Each 

$2.78 



These maximum prices are for the ar¬ 
ticles described in the manufacturer's 
application dated March 28, 1945. 

(2) For sales by the manufacturer, 
the maximum prices apply to all sales and 
deliveries since Maximum Price Regula¬ 
tion No. 188 became applicable to those 
sales and deliveries. These prices are 
f. o. b. factory with full freight allowed 
on shipments of 100 pounds or more, and 
subject to a cash discount of 2% for 
payment within 10 days, net 30 days. 

(3) For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Wash¬ 
ington, D. C.. under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establish¬ 
ment of maximum prices for those sales, 
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and no sales or deliveries may be made 
until maximum prices have been author¬ 
ized by the Office of Price Administra¬ 
tion. 

(b) The manufacturer shall attach a 
tag or label to every article for which 
a maximum price for sales to consumers 
is established by this order. That tag or 
label shall contain the following state¬ 
ment: 

OPA Retail Ceiling Price, $2.78 
Do Not Detach 

Do Not Remove or Obliterate 

(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may 
be given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles. 

Administrator. 

[F. R. Dec. 45-7534; Filed. May 7. 1245; 

4:49 p. m.| 


| MPR 188, Order 37651 
G. G. Greene Manufacturing Corp. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188; It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by the G. G. 
Greene Manufacturing Corporation, 
1408 Penn Avenue West, Warren, Pa. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 


Article 

Model 

Maximum 
prices for 
sales by t he 
manufac¬ 
turer to— 

Maximum 
prices for 
sales by 
sellers other 
than the 
mamifafr 
turer to— 

Jobber 

Retailer 

Retailer 

Consumer 

Fry pan 9" Mk finish.. 

A21I 

Each 
St). 23 

Each 

$0.29 

Each 

$0.29 

Each 
$0.49 


These maximum prices are for the 
articles described in the manufacturer’s 
application dated April 6, 1945. 

(2) For sales by the manufacturer, the 
maximum prices apply to all sales and 
deliveries since Maximum Price Regula¬ 
tion No. 188 became applicable to those 
sales and deliveries. These prices are 
f. o. b. factory and subject to a cash dis¬ 
count of 1% for payment within 10 days, 
net 30 days. 

<3) For s^les by persons other than 
the manufacturer, the maximum prices 

No. 92-22 


apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton, D. C., under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establishment 
of maximum prices for those sales, and 
no sales or deliveries may be made until 
maximum prices have been authorized 
by the Office of Price Administration. 

(b) The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers 
is established by this order. That tag 
or label shall contain the following state¬ 
ment: 

OPA Retail Ceiling Price, $0.49 each 
Do Not Detach 

(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator . 

(F. R. Doc. 45-7535; FUed, May 7, 1945; 

4:50 p. m.) 


I MPR 188. Order 3766] 

Albert H. Voigt 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188; It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by Albert H. Voigt, 
4432 Ridge Avenue, Philadelphia 29, Pa. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 


Article 

Model 

Maximum 
prices for 
sales by 
the manu¬ 
facturer to— 

Maximum 
prices for 
sales by 
sellers other 
than the 
manufac¬ 
turer to— 

Jobber 

Retailer 

Retailer 

Consumer 



Dozen 

Dozen 

Dozen 

Each 

Radiator shield... 

9*6x38— 

$5.10 

$6.12 

$0.12 

$0.85 

Baby scale tray.. 

None_ 

5.10 

6. 12 

6.12 

.85 
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These maximum prices are for the 
articles described in the manufacturer’s 
application dated November 30, 1944. 

(2) For sales by the manufacturer, the 
maximum prices apply to all sales and 
deliveries since Maximum Price Regula¬ 
tion No. 188 became applicable to those 
sales and deliveries. These prices are 
f. o. b. factory and are subject to a cash 
discount of 2% for payment within 10 
days, net 30 days. 

(3> For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those 
prices are subject to each seller’s cus¬ 
tomary terms and conditions of sale on 
sales of similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton, D. C., under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 183, for the establishment 
of maximum prices for those sales, and 
no sales or deliveries may be made until 
maximum prices have been authorized 
by the Office of Price Administration. 

(b) The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers is 
established by this order. That tag or 
label shall contain the following state¬ 
ment with the retail prices properly filled 
in: 

OPA Retail Ceiling Price—$_ 

Do Not Detach 

(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1245. 

Issued this 7th day of May 1945. 

Chester Bowles. 

Administrator. 

fF. R. Doc. 45-7526; Filed, May 7. 1945; 

4:50 p. m.J 


{MPR 188. Order 37671 
A. C. MFC. Co. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188; It is ordered: 

(a) Tills order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by the A. C. Man¬ 
ufacturing Company, 1979 Carr Avenue, 
Memphis, Tenn. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 
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Article 

Model 

Maximum 
prices for 
sales by 
the manu¬ 
facturer to— 

Maximum 
prices for 
sales by 
sellers other 
than the 
manufac¬ 
turer to— 

Jobber 

Retailer 

Retailer 

Consumer 

Steak tenderixer. 

111 

Each 

$1.05 

Each 

$1.31 

Each 

$1.31 

Each 
$2.18 



These maximum prices are for the 
articles described in the manufacturer’s 
application dated April 6, 1945. 

(2) For sales by the manufacturer, the 
maximum prices apply to all sales and 
deliveries since Maximum Price Regula¬ 
tion No. 188 became applicable to those 
sales and deliveries. These prices are 
f. o. b. factory and subject to a cash dis¬ 
count of 2% for payment within ten days, 
net thirty days. 

(3) For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton, D. C., under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establishment 
of maximum prices for those sales, and 
no sales or deliveries may be made until 
maximum prices have been authorized 
by the Office of Price Administration. 

(b) The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers is 
established by this order. That tag or 
label shall contain the following state¬ 
ment: 

OPA Retail Ceiling Price, $2.18 each 
Do Not Detach 

(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Adyninistrator. 

IP. R. Doc. 45-7637; Piled, May 7, 1945; 

4:50 p. m.j 


|MPR 188. Order 3768 J 
Ross Manufacturing Co. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 


with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188; It is ordered: 

(a) Tills order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by Ross Manufac¬ 
turing Company, 1138 Beaconsfleld Ave¬ 
nue. Detroit 30. Mich. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 


Articlo 

No. 

Maximum prices for 
sales by all per¬ 
sons— 

To 

whole¬ 

saler 

To 

retail¬ 

ers 

To 

con¬ 

sumers 



Dozen 

Dozen 

Each 

Cigarette roller_ 

“Home Roll¬ 
er." 

$1.89 

$2.52 

$0.35 


These maximum prices are for the ar¬ 
ticles described in the manufacturer’s ap¬ 
plication dated March 27, 1945. 

(2) For sales by the manufacturer, the 
maximum prices apply to all sales and de¬ 
liveries since Maximum Price Regulation 
No. 188 became applicable to those sales 
and deliveries. For sales to persons 
other than consumers they are f. o. b. 
factory, 2% 10 days, net 30. The maxi¬ 
mum price to consumers is net, delivered. 
* (3) For sales by persons other than the 
manufacturer, the maximum prices apply 
to all sales and deliveries after the effec¬ 
tive date of this order. Those prices are 
subject to each seller’s customary terms 
and conditions of sale on sales of similar 
articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton, D. C., under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establishment 
of maximum prices for those sales, and 
no sales or deliveries may be made until 
maximum prices have been authorized 
by the Office of Price Administration. 

<b) The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers 
is established by this order. That tag or 
label shall contain the following state¬ 
ment: 

OPA Retail Ceiling Price—$0.35 Each 
Do Not Detach 

(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator . 

IP. R. Doc. 45-7538; Filed, May 7, 1945; 

4:51 p. m.j 


fMPR 188. Order 37691 
E & M Manufacturing Co. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188; It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by the E & M Man¬ 
ufacturing Company, 12080 Plainview 
Street, Detroit 23. Mich. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 


Article 

No. 

Maximum prices for sales 
by all persons to— 

Whole¬ 

salers 

Retail¬ 

ers 

Con¬ 

sumers 

Cigarette roller__ 

1 

Dozen 
$1.89 

Dozen 
$2. 52 

Each 
$0. 35 




These maximum prices are for the ar¬ 
ticles described in the manufacturer’s 
application dated March 17, 1945. 

(2) For sales by the manufacturer, 
the maximum prices apply to all sales 
and deliveries since Maximum Price Reg¬ 
ulation No. 188 became applicable to 
those sales and deliveries. For sales to 
persons other than consumers they are 
f. o. b. factory, 2% for 10 days, net 30 
days. The maximum price to consum¬ 
ers is net, delivered. 

(3) For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Wash¬ 
ington, D. C., under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establish¬ 
ment of maximum prices for those sales, 
and no sales or deliveries may be made 
until maximum prices have been author¬ 
ized by the Office of Price Administra¬ 
tion. 

(b) The manufacturer shall attach a 
tag or label to every article for which 
a maximum price for sales to consumers 
is established by this order. That tag 
or label shall contain the following 
statement: 

OPA Retail Ceiling Price—$0.35 Each 
Do Not Detach 

% 

(c) At the time of. or prior to. the 
first invoice to each purchaser for re¬ 
sale, the seller shall notify the purchaser 
in writing of the maximum prices and 
conditions established by this order for 
sales by the purchaser. This notice may 
be given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 
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(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator . 

(F. R. Doc. 45-7539; Filed. May 7, 1945; 
4:51 p. m.| 


[MPR 188. Order 3770J 
Allmetal Manufacturing Co. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opin¬ 
ion issued simultaneously herewith and 
filed with the Division of the Federal 
Register, and pursuant to § 1499.158 of 
Maximum Price Regulation No. 188; It 
is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by the Allmetal 
Manufacturing Company, 712 Delaware 
Street, Kansas City 6, Mo. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 


Article 

No. 

Maximum prices 
for sales by all 
persons to— 

E 

- 

1 

o 

S3 

£ 

Retailers 

Consumers 

Cigarette lighter. 

Pyro Lite No. 1. 

Each 

$2.25 

Each 

$3.00 

Each 

$5.00 


These maximum prices are for the 
articles described in the manufacturer’s 
application dated January 19. 1945. 

(2) For sales by the manufacturer, the 
maximum prices apply to all sales and 
deliveries since Maximum Price Regula¬ 
tion No. 188 became applicable to those 
sales and deliveries. For sales to persons 
other than consumers they are f. o. b. 
factory, 2% 10 days, net 30. The maxi¬ 
mum price to consumers is net, delivered. 

( 3) For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms^and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton, D. C., under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establish¬ 
ment of maximum prices for those sales, 
and no sales or deliveries may be made 
until maximum prices have been author¬ 
ized by the Office of Price Administration. 

<b) The manufacturer shall attach a 
tag or label to every article for which a 
maximum price for sales to consumers is 
established by this order. That rag or 


label shall contain the following state¬ 
ment: 

OPA Retail Ceiling Price. $5.00 Each 
Do Not Detach 

(c) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. • 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

[F. R. Doc. 46-7540; Filed, May 7. 1945; 

4:51 p. m.J 


[MPR 188, Order 3772[ 

A & M Industries 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188; It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by A & M Indus¬ 
tries, 221 North LaSalle Street, Chicago 
1, HI. 

(1) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 


Article 

No. 

Maximum prices for sales 
by all persons to— 

Whole¬ 

salers 

Retail¬ 

ers 

Con¬ 

sumers 

Cigarette lighter. 

“100" 

Each 

$0.22 

Each 

$0.29 

Each 

$0.49 


These maximum prices are for the ar¬ 
ticles described in the manufacturer’s 
application dated March 1, 1945. 

(2) For sales by the manufacturer, 
the maximum prices apply to all sales 
and deliveries since Maximum Price Reg¬ 
ulation No. 188 became applicable to 
those sales and deliveries. For sales to 
persons other than consumers they are 
f. o. b. factory, 2% 10 days, net 30. The 
maximum price to consumers is net r de¬ 
livered. 

(3) For sales by persons other than 
the manufacturer, the maximum prices 
apply to all sales and deliveries after the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 

(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton, D. C., under the Fourth Pricing 


Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establish¬ 
ment of maximum prices for those sales, 
and no sales or deliveries may be made 
until maximum prices have been author¬ 
ized by the Office of Price Administration. 

(b) The manufacturer shall attach a 
tag or label to every article for which 
a maximum price for sales to consumers 
is established by this order. That tag 
or label shall contain the following state¬ 
ment: 

OPA Retail Celling Price. $0.49 Each 
Do Not Detach 

(c) At the time of. or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(d) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(e) This order shall become effective 
on the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

[F. R. Doc. 45-7542: Filed, May 7, 1945; 
.4:52 p. m.J 


[MPR 188. Order 3771 [ 

Owatonna Tool Co. 

APPROVAL OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to § 1499.158 of Maximum 
Price Regulation No. 188, It is ordered: 

(a) This order establishes maximum 
prices for sales and deliveries of certain 
articles manufactured by Owatopna Tool 
Company of Owatonna, Minnesota. 

cl) For all sales and deliveries to the 
following classes of purchasers by the 
sellers indicated below, the maximum 
prices are those set forth below: 

For sales by the 60% and 10% off 
manufacturer to the manufacturer's 

jobbers. price list dated 

December 1, 1943. 

For sales by the 40% off the manufac- 
manufacturer and turer’s price list 

by Jobbers to In- dated December 1, 

dustrlal users. 1943. 

The maximum prices are for the articles 
described in the manufacturer’s price 
list dated December 1, 1943. 

(2) For sales by the manufacturer, 
the maximum prices apply to all sales 
and deliveries since Maximum Price 

Regulation No. 188 became applicable to 
those sales and deliveries. They are f .o.b. 
Owatonna, Minnesota and they are sub¬ 
ject to a cash discount of two percent for 
payment within ten days, net thirty days. 

< 3) For sales by persons other than the 
manufacturer, the maximum prices ap¬ 
ply to all sales and deliveries aftpr the 
effective date of this order. Those prices 
are subject to each seller’s customary 
terms and conditions of sale on sales of 
similar articles. 
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(4) If the manufacturer wishes to 
make sales and deliveries to any other 
class of purchaser or on other terms and 
conditions of sale, he must apply to the 
Office of Price Administration, Washing¬ 
ton. D. C.. under the Fourth Pricing 
Method, § 1499.158 of Maximum Price 
Regulation No. 188, for the establishment 
of maximum prices for those sales, and 
no sales or deliveries may be made until 
maximum prices have been authorized by 
the Office of Price Administration. 

(b) At the time of, or prior to, the first 
invoice to each purchaser for resale, the 
seller shall notify the purchaser in writ¬ 
ing of the maximum prices and condi¬ 
tions established by this order for sales 
by the purchaser. This notice may be 
given in any convenient form. 

(c) This order may be revoked or 
amended by the Price Administrator at 
any time. 

(d) This order shall become effective on 
the 8th day of May 1945. 

Issued this 7th day of May 1945. 

Chester Bowles. 

Administrator. 

| F. R. Doc. 45-7541; Piled, May 7, 1945; 

4:52 p. m.J 


[MPR 260. Order 877) 

Gold Leaf Cigar Factory 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
accompanying this order, and pursuant 
to § 1358.102 (b) of Maximum Price Reg¬ 
ulation No. 260; It is ordered , That: 

(a) Gold Leaf Cigar Factory. 1907 N. 
Howard Avenue, Tampa 7, Fla. (herein¬ 
after called “manufacturer”) and whole¬ 
salers and retailers may sell, offer to sell 
or deliver and any person may buy, offer 
to buy or receive each brand and size or 
frontmark, and packing of the following 
domestic cigars at the appropriate max¬ 
imum list price and maximum retail price 
set forth below: 


Brand 

Size or front- 
mark 

Pack¬ 

ing 

Maxi¬ 

mum 

list 

price 

Maxi¬ 

mum 

retail 

price 

OoM Leaf _ 

Brevas. 

SO 

Per M 
$100 

Cents 

22 


Little Kings.. 

Ml 

75 

10 


Londres Se- 

50 

13S 

18 


fmndos. 
Kings. 

50 

72 

9 


Epicures. 

50 

m 

lb 


(b) The manufacturer and wholesalers 
shall grant, with respect to their sales of 
each brand and size or frontmark of do¬ 
mestic cigars for which maximum prices 
are established by this order, the dis¬ 
counts they customarily granted in 
March 1942 on their sales of domestic 
cigars of the same price class to pur¬ 
chasers of the same class, unless a change 
therein results in a lower price. Packing 
differentials charged by the manufac¬ 
turer or a wholesaler in March 1942 on 
sales of domestic cigars of the same price 
class to purchasers of the same class may 
be charged on corresponding sales of 
each brand and size or frontmark of 
cigars priced by this order, but shall not 


be increased. Packing differentials al¬ 
lowed by the manufacturer or a whole¬ 
saler in March 1942 on sales of domestic 
cigars of the same price class to pur¬ 
chasers of the same class shall be allowed 
on corresponding sales of each brand and 
size or frontmark of cigars priced by 
this order and shall not be reduced. If 
a brand and size or frontmark of domes¬ 
tic cigars for which maximum prices are 
established by this order is of a price 
class not sold by the manufacturer or 
the particular wholesaler in March 1942, 
he shall, with respect to his^sales thereof, 
grant the discounts and may charge and 
shall allow the packing differentials cus¬ 
tomarily granted, charged or allowed (as 
the case may be) in March 1942 by his 
most closely competitive seller of the 
same class on sales of domestic cigars of 
the same March 1942 price class to pur¬ 
chasers of the same class. 

(c) On or before the first delivery to 
any purchaser of each brand and size 
or frontmark of domestic cigars for which 
maximum prices are established by this 
order, the manufacturer and every other 
seller (except a retailer) shall notify the 
purchaser of the maximum list price and 
the maximum retail price established by 
this order for such brand and size or 
frontmark of domestic cigars. The no¬ 
tice shall conform to and be given in the 
manner prescribed by § 1358.113 of Maxi¬ 
mum Price Regulation No. 260. 

(d) Unless the context otherwise re¬ 
quires, appropriate provisions of Maxi¬ 
mum Price Regulation No. 260 shall ap¬ 
ply to sales for which maximum prices 
are established by this order. 

(e) This order may be revoked or 
amended by the Price Administrator at 
any time. 

This order shall become effective May 
8. 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

IF. R. Doc. 45-7453; Filed, May 7, 1945; 

4:52 p. m.J 


[MPR 260, Order 8811 
Infanzon & Rodriguez, Inc. 
authorization of maximum prices 

For the reasons set forth in an opinion 
accompanying this order, and pursuant 
to § 1358.102 (b) of Maximum Price Reg¬ 
ulation No. 260; It is ordered , That: 

(a) Infanzon & Rodriguez, Inc., #1 
Monsenor Berrios St., Caguas, P. R. 
(hereinafter called “manufacturer”) and 
wholesalers and retailers may sell, offer 
to sell or deliver and any person may buy. 
offer to buy or receive each brand and 
size or frontmark, and packing of the 
following domestic cigars at the appro¬ 
priate maximum list price and maximum 
retail price set forth below: 





Maxi¬ 

Maxi¬ 

Brand 

Size or front- 

Pack¬ 

mum 

mum 

mark 

ing 

list 

retail 



price 

price 




Per \I 

Cents 


Bouquets. 

50 

$75 

10 


(b) The manufacturer and wholesal¬ 
ers shall grant, with respect to their 
sales of each brand and size or front- 
mark of domestic cigars for which maxi¬ 
mum prices are established by this order, 
the discounts they customarily granted 
in March 1942 on their sales of domestic 
cigars of the same price class to pur¬ 
chasers of the same class, unless a 
change therein results in a lower price. 
Packing differentials charged by the 
manufacturer or a wholesaler in March 
1942 on sales of domestic cigars of the 
same price class to purchasers of the 
same class may be charged on corre¬ 
sponding sales of each brand and size or 
frontmark of cigars priced by this order, 
but shall not be increased. Packing dif¬ 
ferentials allowed by the manufacturer 
or a wholesaler in March 1942 on sales 
of domestic cigars of the same price class 
to purchasers of the same class shall be 
allowed on corresponding sales of each 
brand and size or frontmark of cigars 
priced by this order and shall not be re¬ 
duced. If a brand and size or frontmark 
of domestic cigars for which maximum 
prices are established by this order is of 
a price class not sold by the manufacturer 
or the particular wholesaler in March 
1942, he shall, with respect to his sales 
thereof, grant the discounts and may 
charge and shall allow the packing dif¬ 
ferentials customarily granted, charged 
or allowed (as the case may be) in March 
1942 by his most closely competitive seller 
of the same class on sales of domestic 
cigars of the same March 1942 price class 
to purchasers of the same class. 

(c) On or before the first delivery to 
any purchaser of each brand and size 
or frontmark of domestic cigars for 
which maximum prices are established 
by this order, the manufacturer and 
every other seller (except a retailer) 
shall notify the purchaser of the maxi¬ 
mum list price and the maximum retail 
price established by this order for such 
brand and size or frontmark of domestic 
cigars. The notice shall conform to and 
be given in the manner prescribed by 
§ 1358.113 of Maximum Price Regulation 
No. 260. 

(d) Unless the context otherwise re¬ 
quires, appropriate provisions of Maxi¬ 
mum Price Regulation No. 260, shall 
apply to sales for which maximum prices 
are established by this order. 

(e) This order may be revoked or 
amended by the Price Administrator at 
any time. 

This order shall become effective May 
8. 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

IF. R. Doc. 45-7544; Filed, May 7. 1945; 

4:52 p. m.J 


I MPR 260. Order 882 J 
Tavana Cigar Factory 
authorization of maximum prices 

For the reasons set forth in an opinion 
accompanying this order, and pursuant 
to § 1358.102 (b) of Maximum Price Reg¬ 
ulation No. 260; It is ordered, That: 
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(a) Tavana Cigar Factory. 3308 16th 
Street., Tampa 5. Fla. (hereinafter called 
“manufacturer”) and wholesalers and 
retailers may sell, offer to sell or deliver 
and any person may buy. offer to buy or 
receive each brand and size or frontmark, 
and packing of the following domestic 
cigars at the appropriate maximum list 
price and maximum retail price set forth 
below: 


Brand 

Size or front- 
mark 

Pack¬ 

ing 

♦ 

Maxi¬ 

mum 

list 

price 

Maxi- 

mum 

retail 

price 




PerM 

Ci nfs 

tportraan. 

Sport man. 

50 

$82.50 

11 


(b) The manufacturer and wholesalers 
shall grant, with respect to their sales of 
each brand and size or frontmark of do¬ 
mestic cigars for which maximum prices 
are established by this order, the dis¬ 
counts they customarily granted in 
March 1942 on their sales of domestic ci¬ 
gars of the same price class to purchasers 
of the same class, unless a change therein 
results in a lower price. Packing dif¬ 
ferentials charged by the manufacturer 
or a wholesaler in March 1942 on sales of 
domestic cigars of the same price class 
to purchasers of the same class may be 
charged on corresponding sales of each 
brand and size or frontmark of cigars 
priced by this order, but shall not be in¬ 
creased. Packing differentials allowed by 
the manufacturer or a wholesaler in 
March 1942 on sales of domestic cigars 
of the same price class to purchasers of 
the same class shall be allowed on cor¬ 
responding sales of each brand and size 
or frontmark of cigars priced by this or¬ 
der and shall not be reduced. If a brand 
and size or frontmark of domestic cigars 
for which maximum prices are estab¬ 
lished by this order is of a price class not 
sold by the manufacturer or the particu¬ 
lar wholesaler in March 1942, he shall, 
with respect to his sales thereof, grant 
the discounts and may charge and shall 
allow the packing differentials customar¬ 
ily granted, charged or allowed (as the 
case may be) in March 1942 by his most 
closely competitive seller of the same 
class on sales of domestic cigars of the 
same March 1942 price class to purchas¬ 
ers of the same class. 

(c) On or before the first delivery to 
any purchaser of each brand and size or 
frontmark of domestic cigars for which 
maximum prices are established by this 
order, the manufacturer and every other 
seller (except a retailer) shall notify the 
purchaser of the maximum list price and 
the maximum retail price established by 
this order for such brand and size or 
frontmark of domestic cigars. The 
notice shall conform to and be given in 
the manner prescribed by § 1358.113 of 
Maximum Price Regulation No. 260. 

(d) Unless the context otherwise re¬ 
quires, appropriate provisions of Maxi¬ 
mum Price Regulation No. 260, shall ap¬ 
ply to sales for which maximum prices 
are established by this order. 

(e) This order may be revoked or 
amended by the Price Administrator at 
any time. 


This order shall become effective May 
8, 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 
Administrator. 

IF. R. Doc. 45-7545: Filed, May 7, 1945; 
4:53 p. m.J 


|MPR 260, Order 883) 

Ferco Cigar Factory 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
accompanying this order, and pursuant 
to § 1258.102 (b) of Maximum Price 
Regulation No. 260: It is ordered. That: 

(a) Ferco Cigar Factory, 2135 Pine 
Street, Tampa, Fla. (hereinafter called 
“manufacturer”) and wholesalers and 
retailers may sell, offer to sell or deliver 
and any person may buy, offer to buy or 
receive each brand and size or front- 
mark, and packing of the following 
domestic cigars at the appropriate maxi¬ 
mum list price and maximum retail price 
set forth below: 


Brand 

Size or front- 
mark 

Pack¬ 

ing 

Maxi¬ 

mum 

list 

price 

Mini¬ 
mum 
re! ail 
price 

Ferco. 

Coronas. 

50 

Per M 
$1(*. 75 

Cents 

2 for 29 




(b) The manufacturer and whole¬ 
salers shall grant, with respect to their 
sales of each brand and size or front- 
mark of domestic cigars for which max¬ 
imum prices are established by this or¬ 
der. the discounts they customarily 
granted in March 1942 on their sales of 
domestic cigars of the same price class 
to purchasers of the same class, unless a 
change therein results in a lower price. 
Packing differentials charged by the 
manufacturer or a wholesaler in March 
1942 on sales of domestic cigars of the 
same price class to purchasers of the 
same class may be charged on corre¬ 
sponding sales of each brand and size or 
frontmark of cigars priced by this order, 
but shall not be increased. Packing dif¬ 
ferentials allowed by the manufacturer 
or a wholesaler in March 1942 on sales 
of domestic cigars of the same price class 
to purchasers of the same class shall be 
allowed on corresponding sales of each 
brand and size or frontmark of cigars 
priced by this order and shall not be re¬ 
duced. If a brand and size or frontmark 
of domestic cigars for which maximum 
prices are established by this order is of 
a price class not sold by the manufac¬ 
turer or the particular wholesaler in 
March 1942, he shall, with respect to his 
sales thereof, grant the discounts and 
may charge and shall allow the pack¬ 
ing differentials customarily granted, 
charged or allowed (as the case may be) 
in March 1942 by his most closely com¬ 
petitive seller of the same class on sales 
of domestic cigars of the same March 
1942 price class to purchasers of the 
same class. 

(c) On or before the first delivery to 
any purchaser of each brand and size or 


frontmark of domestic cigars for which 
maximum prices are established by this 
order, the manufacturer and every other 
seller (except a retailer) shall notify the 
purchaser of the maximum list price and 
the maximum retail price established by 
this order for such brand and size or 
frontmark of domestic cigars. The no¬ 
tice shall conform to and be given in the 
manner prescribed by § 1358.113 of Max¬ 
imum Price Regulation No. 260. 

(d) Unless the context otherwise re¬ 
quires, appropriate provisions of Maxi¬ 
mum Price Regulation No. 260. shall ap¬ 
ply to sales for which maximum prices 
are established by this order. 

(e) This order may be revoked or 
amended by the Price Administrator at 
any time. 

This order shall become effective May 
8. 1945. 

Issued this 7th day of May 1945. 

Chester Bowles. 

Administrator. 

(F. R. Doc. 45-7546: Filed, May 7, 1845; 

4:53 p. m.) 


[MPR 260. Order 884) 

Ramon Jimenez 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opin¬ 
ion accompanying this order, and pur¬ 
suant to § 1358.102 (b) of Maximum 
Price Regulation No. 260, It is ordered. 
That: 

(a) Ramon Jimenez. 224 W. 13th 
Street. New York 11, N. Y. (hereinafter 
called “manufacturer”) and wholesal¬ 
ers and retailers'may sell, offer to sell or 
deliver and any person may buy, offer to 
buy or receive each brand and size or 
frontmark, and packing of the following 
domestic cigars at the appropriate maxi¬ 
mum list price and maximum retail price 
set forth below: 


Brand 

Size or front- 
mark 

Pack¬ 

ing 

I Maxi¬ 
mum 
list 
| price 

111 ! 
a £ — 

Hand Made- 

fiM Coronas... 

50 

I*Tr M 
$123 

Cents 

in 


5J4 Queens_ 

50 

131 

17 


(b) The manufacturer and whole- . 
salers shall grant, with respect to their 
sales of each brand and size or front- 
mark of domestic cigars for which max¬ 
imum prices are established by this or¬ 
der, the discounts they customarily 
granted in March 1942 on their sales of 
domestic cigars of the same price class 
to purchasers of the same class, unless 
a change therein results in a lower price. 
Packing differentials charged by the 
manufacturer or a wholesaler in March 
1942 on sales of domestic cigars of the 
same price class to purchasers of the 
same class may be charged on corre¬ 
sponding sales of each brand and size or 
frontmark of cigars priced by this order, 
but shall not be increased. Packing dif¬ 
ferentials allowed by the manufacturer 
or a wholesaler in March 1942 on sales 
of domestic cigars of the same price class 




































53-12 


FEDERAL REGISTER, Wednesday, May 9, 1945 


to purchasers of the same class shall be 
allowed on corresponding sales of each 
brand and size or frontmark of cigars 
priced by this order and shall not be re¬ 
duced. If a brand and size or frontmark 
of domestic cigars for which maximum 
prices are established by this order is 
of a price class not sold by the manu¬ 
facturer or the particular wholesaler in 
March 1942, he shall, with respect to 
his sales thereof, grant the discounts and 
may charge and shall allow the pack¬ 
ing differentials customarily granted, 
charged or allowed (as the case may be) 
in March 1942 by his most closely com¬ 
petitive seller of the same class on sales 
of domestic cigars of the same March 
1942 price class to purchasers of the 
same class. 

(c) On or before the first delivery to 
any purchaser of each brand and size 
or frontmark of domestic cigars for 
which maximum prices are established 
by this order, the manufacturer and 
every other seller (except a retailer) 
shall notify the purchaser of the maxi¬ 
mum list price and the maximum retail 
price established by this order for such 
brand and size or frontmark of domestic 
cigars. The notice shall conform to and 
be given in the manner prescribed by 
§ 1358.113 of Maximum Price Regula¬ 
tion No. 260. 

(d) Unless the context otherwise re¬ 
quires, appropriate provisions of Maxi¬ 
mum Price Regulation No.* 260, shall ap¬ 
ply to sales for which maximum prices 
are established by this order. 

(e) This order may be revoked or 
amended by the Price Administrator at 
any time. 

This order shall become effective May 
8. 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 

Administrator . 

|F. R. Doc. 45-7547; Filed. May 7, 1945; 

4:53 p. m.j 


|MPR 478. Order 1431 
Andrew Dutton Co. 

AUTHORIZATION OF MAXIMUM PRICES 

For reasons set forth in an opinion 
issued simultaneously herewith and 
filed with the Division of the Federal 
Register, and pursuant to section 10 of 
Maximum Price Regulation No. 478. It is 
ordered: 

(a) The maximum price for sales of 
the following coated fabric, wholesaled 
by the Andrew Dutton Company, 60 
Canal Street. Boston 14, Massachusetts, 
shall be as follows: 

Pries per 

Description linear yard 

86" olive drab dyed sheeting, vinyl 
resin single coated, originally made 
for government raincoat usage-$0.60 

(b) With or prior to the first delivery 
to any person, other than a manufac¬ 
turer, of the fabric covered by this order, 
the seller shall notify such person in 
writing of the specific price applicable to 
his resales of this fabric, which is the 
maximum price set forth in (a) above. 


(c) All provisions of Maximum Price 
Regulation No. 478 not inconsistent with 
this order shall apply to sales covered 
by this order. 

(d> This order may be revoked or 
amended by the Price Administrator at 
any time. 

This order shall become effective May 
8, 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 

Administrator. 

|F. R. Doc. 45-7548; Filed, May 7, 1945; 
4:53 p. m.J 


(MPR 580. Order 1] 

The Englander Co., Inc. 

ESTABLISHMENT OF MAXIMUM PRICES 

Order 1 to Maximum Price Regula¬ 
tion 580. Establishing ceiling prices at 
retail for branded articles. Docket No. 
6063-580-13-05. 

For the reasons set forth in an opinion 
issued simultaneously herewith and pur¬ 
suant to section 13 of Maximum Price 
Regulation No. 580, It is ordered: 

(a) The following ceiling prices are 
established for sales by any seller at re¬ 
tail of the following branded articles 
manufactured by The Englander Com¬ 
pany, Inc., 2447 Roosevelt Road, Chicago, 
HI., and described in the manufacturer’s 
application dated March 29, 1945: 

Article, Brand Name, Lot, Style Number or 
Name and Ceiling Price at Retail 


Mattress, Englander. 8 Star-$79. 75 

Box spring, Englander, 8 Star_ 79. 75 

Mattress, Englander, 7 Star- 69.75 

Box spring, Englander. 7 Star- 69.75 

Mattress, Englander, 6 8tar- 59.75 

Box spring. Englander, 6 Star- 59.75 

Mattress, Englander, Fortune- 49.75 

Box spring. Englander. Fortune- 49. 75 

Mattress, Englander, Body Guard.39.75 
Box spring. Englander, Body Guard— 39. 75 

Mattress, Englander, Featherest-- 29.75 

Box spring, Englander. Featherest.— 29.75 
Mattress, Englander, Dream Cushion. 24. 75 
Box spring, Englander. Dream Cush¬ 
ion _- 24.75 

Mattress, Englander, Durobllt- 19.75 

Mattress. Englander, Supreme-- 59.95 

Box spring, Englander. Supreme- 59.95 

Mattress, Englander. Viceroy- 49.95 

Box spring, Englander, Viceroy- 49.95 

Mattress, Englander. Properest. 39.95 

Box spring, Englander. Properest- 39.95 

Mattress, Englander, Goldenrest- 29.95 

Box spring. Englander, Goldenrest..- 29.95 

Mattress. Englander, Enduro- 24.95 


(b) The retail ceiling prices contained 
in paragraph (a) shall apply in place of 
the ceiling prices which would other¬ 
wise be established under the pricing 
rules of Maximum Price Regulation No. 
580. 

(c) On and after July 1, 1945, The 
Englander Company Inc. must mark 
each article listed in paragraph (a) with 
the retail ceiling price under this order, 
or attach to the article a label, tag or 
ticket stating the retail ceiling price. 
This mark or statement must be in the 
following form: 

(Section 13. MPR 580) 

OPA Retail Ceiling Price—$- 


On and after August 1, 1945, no retailer 
may offer or sell the article unless it is 
marked or tagged in the form stated 
above. Prior to August 1,1945, unless the 
article is marked or tagged in this form, 
the retailer shall comply with the mark¬ 
ing, tagging and posting provisions of 
Maximum Price Regulation No. 580. 

(d) On or before the first delivery to 
any purchaser for resale of each article 
listed in paragraph (a), the seller shall 
send the purchaser a copy of this order. 

(e) Unless the context otherwise re¬ 
quires, the provisions of Maximum Price 
Regulation No. 580 shall apply to sales 
for which retail ceiling prices are estab¬ 
lished by this order. 

(f) This order may be revoked or 
amended by the Price Administrator at 
any time. 

This order shall become effective May 
8, 1945. 

Issued this 7th day of May 1945. 

Chester Bowles, 

Administrator. 

|F. R. Doc. 45-7528; Filed, M«ay 7, 1915; 

4:47 p. m.j 


| MPR 154, Order 91 
Bacu Ice Co., et al. 

ADJUSTMENT OF MAXIMUM PRICES 

Correction 

In Federal Register Document 45-6201. 
appearing on page 4247 of the issue for 
Friday, April 20,1945. the next to the last 
paragraph should read as follows: 

This order shall become effective April 
19, 1945. 


fRMPR 528. Order 361 
B. F. Goodrich Co. 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to section 16 (d) of Re¬ 
vised Maximum Price Regulation 528. It 
is ordered: 

(a) The maximum retail prices for the 
following type and size of new tires man¬ 
ufactured by The B. F. Goodrich Com¬ 
pany. Akron, Ohio, shall be: 

H-5 Industrial Tractor Tirks 


Size 

Ply 

Maximum 
retail price, 
each 

12 (JO-24 . 

fl 

$75.75 

12 00-28 . . 

6 

86.05 

12 00-28 . 

8 

96.95 

13 00-24 . 

0 

95.65 

13 <10-24 ... 

8 

107. SO 

13 00-32 ... 

0 

118.90 

]3 00-32 .- 

K 

133.95 

14 00-24 . 

0 

106. 85 

14 00-24 . 

8 

120. 4'J 

14 00-28 . 

8 

130.75 





(b) All provisions of Revised Maxi¬ 
mum Price Regulation 528 not incon¬ 
sistent with this order shall apply to 
sales covered by this order. 
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(c) This order may be revoked or 
amended by the Office of Price Adminis¬ 
tration at any time. 

This order shall become effective May 
9,1945. 

Issued this 8th day of May 1945. 

Chester Bowles, 
Administrator. 

[P. R. Doc. 45-7572; Filed, May 8, 1945; 
11:42 a. m.J 


* 

Size 


Ply 

Maximum 
retail 
price per 
tire 

7.80-15. 

12 

163.80 



(b) All provisions of Revised Maxi¬ 
mum Price Regulation 528 not inconsist¬ 
ent with this order shall apply to sales 
covered by this order. 

(c) This order may be revoked or 
amended by the Office of Price Adminis¬ 
tration at any time. 

This order shall become effective May 
9, 1945. 

Issued this 8th day of May 1945. 

Chester Bowles, 
Administrator. 

IF. R. Doc. 45-7573; Filed, May 8, 1945; 
11:41 a. m.J 


[RMPR 528. Order 381 
Goodyear Tire & Rubber Co. 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to section 16 (d) of Revised 
Maximum Price Regulation 528, It is 
ordered: 

(a) The maximum retail price for a 
new 18.00-24, 24 ply Rayon Hard Rock 
Lug Tire manufactured by The Good¬ 
year Tire & Rubber Company, Inc., Ak¬ 
ron, Ohio, shall be $705.55, each. 

(b) All provisions of Revised Maxi¬ 
mum Price Regulation 528 not inconsist¬ 
ent with this order shall apply to sales 
covered by this order. 

ic) This order may be revoked or 
amended by the Office of Price Admin¬ 
istration at any time. 


Tills order shall become effective May 
9, 1945. 

Issued this 8th day of May 1945. 

Chester Bowles, 
Administrator. 

(F. R. Doc. 45-7574; Filed, May 8, 1945; 
11:41 a. m.J 


(RMPR 528. Order 37J 
Firestone Tire & Rubber Co. 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to section 16 (d) of Revised 
Maximum Price Regulation 528, It is 
ordered: 

(a) The maximum retail price for the 
new Transport Trailer truck tire manu¬ 
factured by The Firestone Tire & Rubber 
Company, Akron, Ohio, in the following 
size, shall be: 


Size 

Ply 

Type 

Maximum 

retail 

price, each 

6.00-9. 

10 

Farm tractor front.. 

m. oo 

7.50-20. 

8 

Farm tractor front.- 

35.85 

10.00-20. 

10 

Truck and bus_ 

87.10 

14.00-24. 

20 

Mud and snow_ 

324.20 


(RMPR 528, Order 39J 
Cupples Co. 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to section 16 (d) of Re¬ 
vised Maximum Price Regulation 528, It 
is ordered: 

(a) The maximum retail prices for 
sales of the Safe-Ride Special Purpose 
passenger car and truck tubes manufac¬ 
tured by the Cupples Company, St. Louis, 
Missouri, in the following sizes, shall be: 

Passenger Cab Tubes 

Maximum retail 

Size price, each 

6.25 x 17. $4.50 

5.25 X 18. 4.65 

5.50 x 16. 4.90 

6.00/6.25 x 16. 5. 75 

5.50/6.00 x 17.-. 5.40 

6.50 x 16. 6.15 

7.00 x 15. 7.00 

7.00 x 16.—. 7.15 

7.50 X 16..—. 8.15 

Truck Tubes 

Maximum retail 

Size price, each 

30 x 5.—- $5.85 

6.00-20, 32 X 6—8 ply. 7. 55 

6.50- 20, 32 x 6—10 ply. 8.10 

7.00-20. 8. 75 

7.50- 20. 10.50 

(b) All provisions of Revised Maxi¬ 
mum Price Regulation 528 not inconsist¬ 
ent with this order shall apply to sales 
covered by this order. 

(c) This order may be revoked or 
amended by the Office of Price Adminis¬ 
tration at any time. 

This order shall become effective May 
9, 1945. 

Issued this 8th day of May 1945. 

Chester Bowles. 
Administrator. 

(F. R. Doc. 45-7576; Filed. May 8. 1945; 
11:42 a. m.J 


(b) All provisions of Revised Maxi¬ 
mum Price Regulation 528 not incon¬ 
sistent with this order shall apply to sales 
covered by this order. 

(c) This order may be revoked or 
amended by the Office of Price Adminis¬ 
tration at any time. 

This order shall become effective May 
9. 1945. 

Issued this 8th day of May 1945. 

Chester Bowles. 
Administrator. 

(F. R. Doc. 45-7576; Filed. May 8, 1945; 
11:42 a. m.J 


(RMPR 528, Order 40] 

Firestone Tire & Rubber Co. 

AUTHORIZATION OF MAXIMUM PRICES 

For the reasons set forth in an opinion 
Issued simultaneously herewith and filed 
with the Division of the Federal Register, 
and pursuant to section 16 (d) of Revised 
Maximum Price Regulation 528, It is or¬ 
dered: 

(a) The maximum retail prices for the 
following sizes and tyjpes of new tires 
shall be: 


(MPR 154, Order 11J 
Ice Containing No-Bac 

ADJUSTMENT OF MAXIMUM PRICES 

Application has been made by an ice 
manufacturer and a chemical firm for 
a maximum price for ice into which is 
frozen a bacteria-retarding chemical used 
in preserving fresh fish and lettuce. This 
chemical is known by the trade name of 
“No-Bac.” The process w T as not in use 
in April 1942, or before that time, and 
there are no existing provisions in MPR 
154-Ice for fixing a maximum price for 
ice so frozen. Price relief is sought on 
the basis that the addition of No-Bac in 
solution to ice make-up water and then 
frozen into ice will so increase the cost 
of manufacture over and above the pro¬ 
duction cost of ice not containing No- 
Bac that the present ceiling prices for 
ice will not permit the production 
thereof. While only one ice manufac¬ 
turer has sought price relief, the prob¬ 
lem is general. Since No-Bac treated ice 
is desired by fishing fleets which sail from 
Pacific Northwest during the fishing sea¬ 
son which opened on or about April 20, 
1945, and preparation and issuance of 
an amendment to MPR 154 and a price 
order thereunder will require some time, 
the granting of adjustable pricing pend¬ 
ing issuance of a price order is deemed 
necessary to promote production and dis¬ 
tribution of the necessary commodity in¬ 
volved. The granting of such authori¬ 
zation will not interfere with the 
purposes of the Emergency Price Con¬ 
trol Act of 1942, as amended. 

Therefore, under authority vested in 
the Price Administrator by the Emer¬ 
gency Price Control Act of 1942, as 
amended, and Executive Orders Nos. 
9250 and 9328, and pursuant to § 1393.3 
of MPR 154; It is ordered: 

(a) Sellers of ice under MPR 154 may 
sell and deliver, and any person may 
buy and receive from such seller, ice 
containing No-Bac at prices not in excess 
of the applicable prices currently estab- 
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lished for ice under MPR 154 at the 
time of delivery, but, by agreement be¬ 
tween buyer and seller subject to upward 
adjustment in conformity with any 
action by the Office of Price Administra¬ 
tion, after the effective date of this order, 
establishing a higher maximum price for 
ice containing No-Bac. 

(b) This order shall be automatically 
revoked upon the establishment by the 
Office of Price Administration of maxi¬ 
mum prices for the commodity involved, 
or it may be revoked by order of the 
Administrator. 

<c) This order shall become effective 
May 9, 1945. 

Issued this 8th day of May 1945. 

Chester Bowles, 

Administrator. 

IP. R. Doc. 45-7570; Filed, May 8, 1945; 

11:41 a. m-1 


Regional and District Office Orders. 

I Region Vm Order G-l Under Supp. Service 
Reg. 47 to RMPR 1651 

Retail Shoe Repair Services in 
Sacramento, Calif., Area 

For the reasons set forth in an opinion, 
issued simultaneously herewith, and un¬ 
der the authority vested in the Regional 
Administrator by § 1499.680 (a) of Sup¬ 
plementary Service Regulation No. 47 to 
Revised Maximum Price Regulation 165; 
% it is ordered: 

Section 1. Maximum prices. On and 
after April 20.1945, and notwithstanding 
the pricing provisions of RMPR 165, and 
regardless of any previous regulation, 
order (including an order authorizing a 
price adjustment), or approval, no seller 
in the Sacramento, California area of the 
retail shoe repair services listed in Table 
1 below, shall charge or offer to charge 
prices higher than the maximum prices 
set forth for any of the sendees listed 
in that table. 


Table 1—Maximum Prices for Retail Shoe Repair 
Services is Sacramento, Calif., Area 



Men's shoes and boys’ 
shoes larger than size 2 
per pair 

Woman's shoes and chil¬ 
dren’s shoes larger than 
size 13 per pair 

Children’s shoes smaller 
than size 134 Per pair 

Leather half-role sen ices 

I. Leather half-sole service, (other 
than below). 

$1.25 

$1.00 

$0.95 

2. Leather half-sole service, with 
Invisible siiank. 

L 40 

L 10 

.65 

3. Leaf her half-sole service, retailed 
with fitted wooden lasts. 

1.25 

1.15 

.95 

4. Leather half-solo service, relasted 
with fitted wooden lasts, and 
invisible shank.. 

1.40 

1.25 

.95 

5. Iveatber half-sole service, 5”-54” 
thickness... 

1.35 

XXX 

.95 

0. Leather half-sole service, 5"-54" 
thickness, w ith invisible shank... 

1.50 

XXX 

.95 

7. Leather half-sole service, 6” thick 
or heavier. 

L 40 

XXX 

.95 

8. Heavy duty work shoes, leather 
half-sole service, C” thick or 
heavier. 

1.50 

XXX 

XXX 


Table 1—Maximum Prices for Retail Shoe 
Kki’air Services is Sacramento, Calif* 
Area—C outinued. 


Men’s shoes and boys’ 

shoes larger than size 2 

per pair 

Women’s shoes and chil¬ 

dren’s shoes larger than 
size 13 per pair 

Is 

ll 

to 

23 

2-3 

o 

$0.26 

$0.25 

None 

. .26 

.10 

None 

1.15 

.90 

$0.75 

1.25 

1.00 

.85 

. 1.35 

M0 

.95 

. 1.45 

1.20 

1.05 

. 1.55 

1.30 

1.15 

. .10 

.10 

.10 

. .10 

.10 

.10 

. .20 

XTX 

XXI 

. .15 

.15 

.15 

. .65 

.50 

.40 

. .65 

XXX 

.40 

. .75 

XXX 

.40 

. XXX 

.30 

XXX 

. XXX 

.40 

XXX 

. XXX 

.40 

.40 

. XXX 

.50 

.40 

. .55 

.40 

.$0 


Lealher ha If-sole jrrrlc«—Con. 

Additional charges in the following 
amounts may be added for: 
Premium leather (price, fine 
grade leather, or military or 

Government selection)_ 

Men’s shoes over size 11; women's 
shoes over size 0... 


Competition, rubber, or fiber half-role 
servicer 

1. Competitive grade, 104 iron. 


f. Standard grade. 104 iron. 

I. Super grade, 104 iron. 


4. Flat cord grade. 104 iron 

5. Cord-on-end nud cord Insert 

grades, 104 iron... 

Notf.: Deductions in the following 
amounts must be made for 9 irons 
Additional charges in the following 
amounts may he added for: 
Heavy (12 iron) in above grades.. 
Extra heavy (14 iron) in above 

grades... 

Brown in above grades.... 

Full soles in above grades.. 


Heel ter pices 

1. One full leather top lift, with or 

without wedges. 

2. One full leather top lift, with 

wedges thicker than two lifts. 

3. Small leather top lift, "spike 

type”, (without-leveling). 

4. Small leather top lift, "spike 
type”, (with leveling or wedges) ... 

5. Medium leather top lift, "Cuban 

type ", (one full lift, with or with¬ 
out wedge).—... 

6. Large leather top lift, "sport 

type”, (one full lift, with or with* 
out wedge).... 

Leather sold toe tip service.. 


All half-sole prices include picking stitches or relasting 
with fitted wooden lasts when supplied. 


of this area order, post on his .premises 
in such a place and manner as to be 
plainly visible to the purchasing public, 
a pester to be supplied by the Office of 
Price Administration setting forth the 
maximum prices established by this area 
order. 

Sec. 4 . Other shoe repair services. 
Shoe repair services not listed in Table 1 
remain subject to RMPR 165 (Services) 
or MPR 200 (Rubber heels in the shoe 
repair trade), whichever is applicable. 

This order shall become effective April 
20. 1945. 

Issued this 13th day of April 1945. 

Chas. R. Baird, 
Regional Administrator. 

[F. R. Doc. 45-7502; Filed, May 7. 1945: 
11:43 a. m.J 

\ 


[Region I Order G-21 Under SR 15. MPR 2B0 
and MPR 329. Arndt. 11) 

Fluid Milk in Maine 

For the reasons set forth in an opinion 
issued simultaneously herewith and 
under the authority vested in the Re¬ 
gional Administrator of Region I of the 
Office of Price Administration by 
8 1499.75 (a) (9) (ii) (a) of Supple¬ 
mentary Regulation 15 to the General 
Maximum Price Regulation, as amended, 
by § 1351.807 (b) (1) of Maximum Price 
Regulation No. 280 and § 1351.408 (f) of 
Maximum Price Regulation No. 329. 
Order G-21 is hereby amended in the 
following respects: 

1. The subdivision designated Somer¬ 
set County in paragraph (a) (2) is 
amended to read as follows: 

Somerset County 

Anson, Bingham, Fairfield, Hartland. 

Madison. Moscow. Norrldgewock. 

Pittsfield. Skowhegan. Solon_Zone 4 

The remainder of Somerset County— Zone 9 


Sec. 2. Definitions, (a) The term 
Sacramento, California, Area means that 
area that lies within the corporate limits 
of the cities of Sacramento and North 
Sacramento, California and the area in 
the following counties in California: 

Sacramento, Amador, Placer, San Joaquin, 
Eldorado and Yolo. 

(b) The definitions set forth in para¬ 
graph (h) of Supplementary Service 
Regulation 47 to RMPR 165 also apply to 
this order. 

Sec. 3. Applicability of Supplementary 
Service Regulation 47. Important! Not 
all the provisions affecting maximum 
prices in the Sacramento, California 
Area of the retail shoe repair services 
listed in Table 1 are stated in this order. 
Those which are not specifically set forth 
here are set .forth in paragraphs (d) 
through (h) of Supplementary Service 
Regulation 47 to RMPR 165, and they are 
just as much a part of this order as If 
they were printed here. 

However, paragraph (f) (1). posting 
requirements, is hereby modified for the 
Sacramento, California Area as follows: 
fornia, Area subject to this area order 
fornia Area subject to this area order 
shall, within 15 days, after the issuance 


2. A new subparagraph (11) is added 
to paragraph (h) to read as follows: 

(11) Amendment No. 11 shall become 
effective on May 12. 1945, at 12:01 a. m. 

Issued this 7th day of May 1945. 

Eldon C. Shoup. 

Regional Administrator. 

For the reasons set forth in the ac¬ 
companying opinion, and by virtue of the 
authority vested in me by the Emergency 
Price Control Act of 1942, as amended, 
and Executive Orders Nos. 9250 and 9328, 
I find that the issuance of Amendment 
No. 11 to Region I Order No. G-21 under 
Supplementary Regulation No. 15 to the 
General Maximum Price Regulation. 
Maximum Price Regulation No. 280 and 
Maximum Price Regulation No. 329 is 
necessary to aid in the effective prosecu¬ 
tion of the war. 

William H. Davis. 

Economic Stabilization Director. 

Approved as to producer price only: 

F. D. Cronin, ♦ 

Regional Director , 

War Food Administration. 

[F. R. Doc. 45-7527; Filed, May 7. 1945; 

4:47 p. m.J 








































